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A  popular  Government, 
without  popular  information  or  the  means  of 
acquiring  it, 

is  but  a  Prologue  to  a  Farce  or  a  Tragedy; 
perhaps  both. 

Knowledge  will  forever  govern  ignorance; 
And  a  people  who  mean  to  be  their  own 
Governors, 

must  arm  themselves  with  the  power  which 
knowledge  gives. 
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Sanctions  have  lately  become  a  mechanism  of  choice  for 
addressing  international  disputes — but  do  they  work? 

in  its  first  45  years,  the  Security  Council  of  the  United 
Nations  (U.N.)  had  imposed  sanctions  only  twice — on 
Rhodesia  in  1 906  and  on  South  Africa  in  1 977,  Then  in 
.August  I  99  I  the  Security  C'ouncil  put  comprehensive 
sanctions  on  Iraq  (Resolution  00 1 ).  These  were  followed 
in  1 99 1 -92  by  arms  embargoes  on  the  republics  of  the 
former  Yugoslavia  (Resolution  713,  September  I99l)and 
Somalia  (Resolution  733.  January  1992).  That  spring  Libya 
was  put  under  an  arms  embargo,  a  ban  on  aircraft  flights, 
and  a  requirement  to  reduce  diplomatic  staff  (Resolution 
74S.  March  I  992).'  The  sanctions  against  Yugoslavia 
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(consisting  then  only  of  Serbia  and  Montenegro)  were 
widened  to  include  many  economic  and  Hnancial  transac¬ 
tions  (Resolution  757.  May  lVd2,  and  Resolution  7S7. 
November  1992),  Even  the  Organization  of  American 
States,  for  the  first  time  in  its  history,  impi>sed  sanc¬ 
tions — on  Haiti  in  October  1991, 

The  Iraqi  experience  offers  some  rich  lessons  about  the 
ambiguity  over  the  aims  of  sanctions,  the  varie<l  mecha¬ 
nisms  that  a  government  can  use  to  adjust  to  sanctions,  and 
the  impact  of  sanctions  on  living  standards. 

1  What  Have  Been  the  Aims  of  Sanctions? 

! 

It  is  not  easy  to  judge  whether  the  sanctions  against  Iraq 
have  been  successful  because  what  they  were  meant  to 
accomplish  is  not  clear.  The  viewpoint,  "there  is  abundant 
proof  that  sanctions  can  work,"'  is  hard  to  evaluate  without 
clear  agreement  about  what  "working”  means.  .Success 
cannot  be  judged  in  the  abstract. 

Sanctions  Prewar 

Before  the  war,  there  was  a  vigorous  debate  in  the  United 
States  about  the  sanctions.  Senator  Sam  Nunn  (D-Cia.) 
described  the  differences  as  "at  the  heart  of  the  debate” 
about  what  policies  the  United  States  should  adopt  toward 
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lrac|.  ’  One  yroiip  L|uestioned  the  etteets  econoniie  saiKiions 
ex)uld  have  on  Iiaq,  hut  another  group  askeri  what  goals 
sanctions  were  meant  to  achieve. 

Prewar,  there  appear  to  have  been  tour  major  schools  ot 
thought  about  what  the  sanctions  were  designed  to  do:  1 1  > 
devastate  the  Iraqi  economy  to  force  Iraq  to  withdraw 
quickly  from  Kuwait;  (2)  warn  Iraq  that  the  world  commu¬ 
nity  would — later  if  not  sooner-  force  Iraq  to  leave  Kuwait; 
(.1)  weaken  Iraq's  ability  to  defend  itself  if  allied  use  of 
force  proved  necessary;  (4)  signal  worldwide  disapproval 
immediately  while  deciding  on  other  action. 

ECONOMIC  DEVASTATION.  .Sanctions  were  dismally 
ineffective  at  forcing  Iraqi  withdrawal  in  the  short  run  and 
there  were  no  reasonable  prospects  of  success.  As  Director 
of  Centra!  Intelligence  William  Webster  wrote  Congress  at 
the  time.  "Economic  hardship  alone  is  unlikely  to  compel 
Saddam  to  retreat  from  Kuwait.  '* 

WORLDWIDE  PRESSURE.  Steadily  escalating  worldwide 
economic  pressure  on  Iraq  might  have  given  Saddam  an 
excuse  to  climb  down  and  a  motivation  to  do  so.  The  sanc¬ 
tions  might  also  have  induced  Iraq  to  be  forthcoming  in 
negetiation.;. 

The  success  of  sanctions  at  achiev  ing  these  goals  cs 
debatable,  but  it  seems  unlikely  Saddam  would  have  agreed 
to  withdraw  despite  sustained  sanctions.  As  Congressman 
Stephen  Solarz  (D-N.Y. )  wrote.  "If  six  weeks  of  the  most 
intense  aerial  bombardment  in  history  was  not  sufficient  to 
bring  about  an  unconditional  Iraqi  withdrawal  from  Kuwait, 
it  is  simply  not  plausible  to  suggest  that  six  more  months 
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of  thf  boniL'ii  .ip|)ln.atioii  of  saiiutiniis  tiau- 

done  SEI.  ' 

MILITARY  WEAKENING.  SaiKtioiis  luuf  ijciiei all\  Iss  ii 
DOiisuieictl  a  substitute  for  the  use  ot  militais  toiee.  Kui 
aiu'ther  aspeet  of  those  sanetiniis  was  to  i. arise  a  deteiioia 
tion  in  the  Irarp  niilitaiy  so  that  when  liehtiny  toi'k  plai.e 
the  allies  eouhl  rjuiekiy  prevail.  .Analysts  antieifrateil  that 
sanctions,  wtien  iniposeil.  could  iiop.iir  the  readiness  nt 
Iraq's  a(l\ anced  weapons  s\ steins,  (hethinkine  was  eiihei 
Iratj  vriuild  continue  traininu  with  the  s\  steins,  and  sp.ue 
paits  would  becoifie  scarce;  or  training  would  be  halted, 
spare  parts  would  be  adequate,  but  crews  wiudd  be  un.d’lc 
to  use  the  systems  effecti\ely. 

In  the  e\ent,  (he  sanctions  do  not  appear  to  ha\r'  had 
much  effect  on  the  Irarji  military.  The  rieterioraiion  due  to 
the  sanctions  was  slow.  ('I.\  Director  Webster  testilied  m 
December  IddO  that  the  sanctions  "are  affectinu  the  Iraip 
military  only  at  the  margins"'' and  that  the  Iraqi  mitiiary 
would  not  be  seriously  affected  for  some  months  to  i.  omc 
More  important,  the  sanctions  seem  to  have  liad.  oule 
impact  on  lrat|'s  use  of  its  adv  aiiceri  weapon  s\  stems 
Those  systems  proved  so  inavleriuate  relative  to  the  1  S 
forces  that  they  were  rapidly  put  of  action,  baced  with  the 
ove''whe!ming  technological  superiority  of  the  (  ..S.  torces. 
the  Iraqi  performance  would  not  likely  have  been  ditfereni 
had  they  had  better  access  to  spare  parts.  T  he  presence  of 
foreign  advisors,  however,  might  have  made  a  noticeable 
illfference.  Much  of  the  ativaneed  equipment  appears  to 
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It  indued  In  tills  u.'.iL  the  saiKiioits  wcic  cllCLtitc 
rhc\  pnnulcd  a  i.dKmu  point  and  ,in  iinincdi.itc  soun.il 
while  otficr  stcjis  wi'ic  licmL’  coiisiilcicd.  Kiuhi  .ilici  tin- 
liai.|i  imasion  ot  Kuwait,  nnlitai)  loii-cs  in  the  au'.i  X'o.'ic 
not  stitlk  icin  to  icpci  the  Ii,k|Is  |  he  saiKlions  ni.i'.  li,i\e 

h. id  little  etteel  on  li.up  decisions,  luit  lhe\  in.i\  h,i\e  I'et'ii 
an  mipoit.int  t.ktoi  in  showinu  the  world  c.imin  inil\  th.it 
intiny  nations  stiared  a  eoininon  lesohe  ti-  ie\eise  the 

i. .'iu|uest.  This  stniw  ot  solid. iin\  could  theretoie  h.iee 
bolstered  the  w  illiinjiH'ss  ot  st.ilcs  to  pU'dui'  llieii  .miK'd 
toices  to  the  raiminon  t;isk. 

In  the  politk.il  science  lileiatine  on  sanctions  tan  be 
found  the  .iryuinent  that  sanctions  aie  tiscri  to  deinonsiraie 
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iDsdho  aiiil  Id  sdik!  siLin.ils  about  uitoiilioiis.  l  isa  Martin 
lias  anal\/Dit  liou  a  staio  can  best  use  saiiciioiis  to  (Icihoii- 
stratc  that  it  mcws  a  situation  scnoiisK.  She  areues  itiai  the 
seuiiin^  state  must  sieiial  its  lesolse  liy  wiliiiieness  to  sutler 
ecoiuunic  loss  troin  the  sanctions.  The  seiuier  is  also  niust 
likeU  to  L’et  the  message  .icross  it  it  works  ihiough  iiuilti 
laletal  iusiitutioiis  (tor  esample,  the  t  nited  .\aliorisi,  Maitin 
notes  that  once  a  momentum  has  been  esta(iiishe<i  sul  Ii  licit 
it  appears  that  the  most  relevant  states  will  appK  the 
sanctions,  a  bandwagon  ellect  develops  which  brings  along 
otliei  states.  Consistent  with  tliis  theory,  sanctions  against 
Iraq  mav  have  been  iisetul  to  show  Baghdad  how  seriously 
the  intei national  community  viewed  its  violation  ot  i'>ieriKi- 
lional  hiw. 

Sanctions  Postwar 

F’ostwar,  the  situation  became  even  more  compliLVited.  The 
sanctions  may  have  continued  because  ot  inability  to  agree 
about  the  circumstances  tor  lilting  them.  Iiuieed.  the 
sanctions  turned  out  to  be  harder  to  lift  ih.in  had  been 
reali/ed  when  arlopterl.  Hvperts  on  the  I'niied  Nations,  on 
sanctions,  and  on  the  Middle  Last  in  the  midst  of  the  war 
were  by  no  means  sure  that  the  sanctions  would  continue 
after  the  war.  The  inertia  of  the  I'.N.  system  appears  to  be 
sy  tiimetrical;  while  hard  to  stir  into  action,  the  I  nited 
Nations  is  hard  to  stop  once  in  motion. 

The  main  criteria  that  have  been  offered  for  judging  the 
success  of  sanctions  postwar  have  been:  (  I )  to  keep  Irarj 
from  rearming;  (2)  to  secure  full  compliance  with  I i.N. 


7  Fit!  cN.iiiipU',  O.fvul  B.ilJvvin,  Sti/iciftifi  (INifKcttin,  N  J 

pMiKcU'ii  riiiNoiMtv  I’ics''.  aiul  Li^a  Maitin.  ('<K’r<rn'  { 

l'.\pUtirnn-^  Muliildtcnif  fAi’fti’tnii  Sum  liitns  NJ.  PiuKctun 


PATRICK  CLAWSON  7 


resolutions;  (3)  to  end  Saddam  Hussein’s  rule;  (4)  to  punish 
Iraq. 

PREVENTING  REARMAMENT.  The  least  ambitious  goal  tor 
the  sanctions  is  to  keep  a  tight  arms  embargo  on  Iratj  to 
prevent  rearmament  and  progress  with  its  unconventional 
weapons  program.  Through  a  tight  international  inspection 
regime  on  shipments  to  Iraq,  the  embargo  would  make 
suppliers  unwilling  to  deal  with  Iraq,  and  through  occasion¬ 
al  missions  by  international  observers  gross  violations 
would  be  detected.  Perhaps  most  important,  Iraq  would 
lack  the  dollars  for  large-scale  arms  purchases. 

The  sanctions  regime  has  achieved  much  in  this  regard. 
However.  Kenneth  Timmerman  has  marshalled  the  evidence 
to  show  that  Iraq  has  been  able  to  rebuild  many  of  its 
military  industries.''  although  admittedly  many  of  the 
restored  factories  can  probably  produce  only  at  a  very  low 
rate,  if  at  all.  given  shortages  of  material.  In  addition, 
Michael  Eisenstadt  has  shown  that  Iraq  has  restored  to 
service  enough  military  equipment  and  has  maintained 
enough  units  to  give  Baghdad  the  most  powerful  military  in 
the  Ciulf.'  The  Iraqi  military  remains  formidable  by 
regional  standards,  the  largest  in  the  region,  with  2.100 

tanks.  .3. .^00  armored  personnel  carr-ers.  and  1,100  artillery 
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SECURING  FULL  COMPLIANCE  WITH  U.N.  The  ceasehre 
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i>n  Fnrcipn  Al lairs  Siil'cnnimilU’c  i>n  Inicinatinnal  Sccunly.  Inlcinalintial 
C  liLiam/alinns.  and  Human  Kiiihls.  lOVl  C’nni;..  Is!  Scvsn..  Juik-  ]WC 

Iraq's  ('in rent  ('4>nvcniinnal  Mililaiy  C’apabililics,  ‘  I'nlicyWairh 
(Washinelnn  Institute  tnr  Ni-ai  East  Pnliey)  .  I  Julv 


ill.  Kenneth  Kat/man.  "Iraq;  Future  Enliev  ( )ptinns.  '  Cnniiiessional  Resetireh 
SerMce  Keptirt  in  Cnnitress.  12  December  IWI 
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^solution  (Number  hXl)  incliules  the  (hsmuiulint;  of  Iraqi 
efiemieal,  bioloeieal,  mteleai.  aiirf  loo^’-ra/iL’e  missile  weap¬ 
ons  programs,  the  payment  I'f  reparations;  anti  ttie  leeogni- 
tion  ttf  Kuwaiti  intiependenee  within  the  b.N.-demaivatetl 
border.  Other  resolutions  the  Cnited  States  has  said  it 
would  want  to  implemented  Irefore  eiuiing  the  sauetions 
inelude  resolutions  on  human  rights  for  the  Kurdish  anti 
Shiite  minorities. 

liati's  record  of  compliance  w  ith  the  (  CN.  resolutions  has 
been  sfiott>  at  best.  With  regaril  to  its  arms  programs, 
Baghtlatl  has  impedetl  the  wtrrk  of  varituis  D.N.  inspection 
missions,  leatling  to  several  confrontations.  It  refusetl  until 
July  Idd.i  tt)  agree  tti  the  Resolution  7I,S  provisions  ftir 
long-term  monitoring  of  arms  production,  and  it  continues 
to  hide  informatit'ii  about  its  foreign  suppliers  required 
under  Resolution  bS7  W'ith  regard  to  issues  such  as  the 
demarcation  of  Kuwait's  borders  or  human  rights  for  Kurils 
and  .Shiites.  Saddam's  record  has  been  one  of  near  total 
disregard  for  the  INN.  resolutions. 

Sanctions  do  not  appear  to  have  been  a  major  factor  in 
Saddam's  decisions  about  how  far  to  comply  w  ith  the  H.N. 
resolutions.  Whenever  he  has  backed  down  from  an  initial 
refusal  to  comply  with  a  Ij.N.  demand,  the  principal 
motivating  factor  would  seem  to  have  been  the  threat  of 
force,  combined  with  a  I'.N.  willingness  to  compromise  on 
the  points  to  which  he  is  most  sensitive.  It  would  he 
difficult  to  cite  any  case  in  which  sanctions  led  Saddam  to 
back  dovMi  from  resistance  to  I'.N.  resolutions, 

END  SADDAM  HUSSEIN’S  RULE,  1'he  overthrow  of  Saddam 
Hussein  was  not  originally  a  goal  as  dehned  by  spokesmen 


I 

i 


PATRICK  ClAWSnN  y 


tor  the  I  .S.  eovei iiinent."  hut  had  Ix'eomc  one  h\  suiiimei 
Iddl.  Deputy  National  Security  Council  ad\  isei  koherl 
dates  sittnalled  the  new  policy  in  a  7  May  speech: 

"Saddam  is  discredited  and  cannot  he  redeemed  ,  .  .  All 
possible  sanctions  will  he  maintained  untd  he  cone.  '' 
On  the  hrst  anniversary  ot  the  war's  start.  President  Bush 
stated,  "The  American  people  and  I  remain  deteimineii  to 
keep  the  pressure  on  Saddam  until  a  new  leadership  s(>mes 
to  power  in  Iraq,  "  although  White  House  press  secretary 
Marlin  Fit/.water  stressed  that  the  change  "is  not  something 
we  can  do  from  the  outside."'' 

Bill  Clinton,  the  week  before  his  presidential  inauguia 
tion.  seemed  to  signal  a  willingness  to  work  wi’h  Saddam 
Hussein  when  he  staled,  "i  always  tell  everybody.  I'm  a 
Baptist;  (  believe  in  deathbed  conversions.'  If  he  wants  a 
different  relationship  with  the  I'nited  States  and  with  the 
I'nited  Nations,  all  he  has  to  do  is  change  the  helms  ior."" 
Later  the  Clinton  administration  clarihed  that  its  stance  was 
the  same  as  Al  (lore  had  set  out  in  September  Id'^H:  The 
only  way  we  can  hope  for  long-term  relief  from  Saddam 
Plussein  is  if  Sadilam  Hussein  ceases  to  hold  imsser  and  if 


I  1.  ()n  Ihc  (ichdlc  ihhiknIhiIcIn  pi>\Uvd!  .jhont  whclhve  the  rnHcd  sfictiM 

dim  hu  Uk’  climiHdIion  •>!  S.kki.im  Hus’scifi  N  rule,  set*  {>dn  Bd)/  joii  A)  K;muTi. 
Wdshirr^lon  :inJ  Andrew  Kc'scnlhal.  .Vcd'  Yftk  I  :nu’s.  both  tD’in  24  M-ulH 
]<)<^)\. 

12-  Bin  Ht'd^^l.iiul.  'Sani.tj‘»nN  Ti'ppk-  'saddain.'  \\  M.i\ 

l‘Wl, 

IV  Washm^Inii  Bust.  Fil/waler  alsi»  said  uustmj:  Saddam  "was  ne\er  an 
i>h|ei.tivc, "  17  .laniiaiv  1W2. 

14  Hill  C'linUm.  inleiview  m  .Vciv  Yi^rk  limes.  14  Januarv  19^)2 
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his  Baalhist  regime  is  dismantled  as  well. Martin  Indyk, 
senior  director  for  Near  Ea.st  and  South  Asia  at  the  National 
Security  Council,  gave  a  major  address  on  IS  May  IW.C  in 
which  he  explained. 


.Some  haw  tried  !«'  portray  our  policy  a.s  a  solieiiing  ol  previous 
policy.  By  now  it  should  be  cle;u‘  that  we  seek  lull  coinpliance  lor 
all  Iraqi  regillK.^.  We  will  not  be  siilislied  with  .Saddiun's  owrihrow 
before  we  agree  to  lift  sanctions.  Rather,  we  will  want  to  be 
siitislied  that  ;iny  successor  government  complies  fully  w  ith  all  IJ.N. 
re.solutions.  Nor  do  we  seek  or  e“''-‘'  t  a  reconciliation  w  ith  Saddam 
Hussein's  regime.  .  .  .  Our  policy  ■..  liberate;  it  is  to  establish 
clearly  and  unequivocally  that  the  current  regime  in  Iraq  is  a 
criminal  regime,  beyond  the  pale  of  internationtil  society  ;uid.  in  our 
judgment,  irredeemable.  We  tue  :dso  providing  stronger  backing  for 
the  Irtiqi  National  Congress  (INC)  as  a  democratic  alternative  to  the 
S;idd;un  Hussein  regime.’" 

It  is  hard  to  see  any  scenario  in  which  economic  sanc¬ 
tions  lead  to  Saddam’s  overthrow  in  the  short  term.  That 
overthrow  would  have  to  come  from  a  popular  rebellion  or 
a  coup,  or  some  messy  combination  of  the  two.  Popular 
rebellion  would  be  difficult  to  stir  up  as  long  as  the  poor 
receive  their  daily  bread  from  the  regime,  in  the  form  of 
ration  coupons  that  are  more  valuable  than  their  cash 
wages.  In  addition,  the  economic  situation  has  stabilized 
and  seems  to  be  improving  slowly — again,  hardly  the  ideal 
conditions  for  provoking  a  popular  rebellion.  To  be  sure, 
the  sanctions  may  undermine  the  regime's  economic  control 
mechanisms  and  may  contribute  to  popular  dissatisfaction. 


15.  Al  Gore,  ’Dcfcatinv!  Hussein.  Once  ami  lor  All.’  York  limes.  2f> 
Seplemher  1^91. 


16  Martin  InJyk,  "Clinton  Administration  IVdicy  Toward  the  Middle  East." 
PolicyWatch  (Wushinglon  institute  tor  Near  East  Poliey).  21  May 
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These  can  be  powerful  forces  in  the  long  run  but  are 
unlikely  to  lead  to  revolt  within  the  next  year. 

.^ny  coup  would  have  to  be  organized  by  the  elite,  but 
imports  are  high  enough  to  sustain  their  consumption 
comfortably.  Furthermore,  Saddam  has  some  basis  for 
arguing  to  his  subordinates  that  his  policies  are  working: 
the  sanctions  regime  is  eroding  without  Iraq's  bending  its 
neck.  It  is  unclear  why  a  general  would  want  to  stage  a 
coup  that  could  lead  to  his  own  castigation  as  an  American 
stooge  who  gave  up  Iraq's  independence  just  as  the  brave 
nation  had  come  through  its  darkest  hour  into  the  breaking 
dau  n. 

TO  PUNISH  IRAQ.  Punishing  Iraq,  to  keep  Iraqis  poor, 
is  not  a  goal  offered  by  any  government  as  an  argument  for 
sustaining  sanctions.  It  is,  however,  a  goal  that  has  been 
imputed  to  the  sanctions  by  the  governments  of  Iraq  and 
Jordan,  among  others.  The  theory  that  sanctions  are 
designed  to  punish  Iraq  has  great  currency  among  the 
private  voluntary  organizations  working  in  Iraq.  A  key 
element  in  this  view  is  that  Iraqis  have  a  right  to  better 
living  conditions  than  the  sanctions  permit  (which  some 
would  justify  on  the  grounds  that  a  people  should  not  be 
held  responsible  for  the  actions  of  an  authoritarian  ruler).  ' 

2  Adjusting  to  Sanctions 

Iraq  has  adjusted  to  sanctions  to  a  degree  not  anticipated  by 
people  who  placed  high  hopes  in  the  sanctions  when  they 
were  first  adopted.  Gary  Hufbauer  and  Kimberly  Elliott, 


17  Fur  example,  Jean  Dre/e  anil  Hams  GaZiLir.  /funi;rr  ami  Pnwrty  in  lnu{. 
IWI,  Ueveli'pmenl  Eeoniimics  Reseateh  I'nijiramme  IJismssion  1‘aper  S2. 
Siintiiry -Tiiynta  In'ernalinnal  Centre  lor  Eeonnniies  am!  Relateil  Disciplines, 
Lonilon  .School  of  Economics  amt  I’olilical  .Science.  Seplemher  IWl.  p.  SS. 
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the  aiillims  ot  u  respcctcit  ami  ilctaileii  siiuiy  ut  115  uaNVN 
1)1  saiKlionv  sinuu  World  War  1,  coiK'liided.  "  The  e\  idviicu 
suiigf'.ts  tiiat  sanctions  vsill  hovin  to  bito  sometime  in  the 
spriim  or  early  summer  jot  IHHI].  \sith  a  liivh  prohahilitv 
ot  toreinij  lrat|  trom  Kuwait  as  early  as  the  tall.  "''  Th.is 
v  iew  turned  out  to  he  vastly  overoptimistie.  So  too  did  the 
postvvtir  optimism  ot  Henry  Kissmper.  who  wrote  in  Slav 
ldd|,  "Stinetions  ate  more  likely  to  work  now  than  hetore 
hostilities  Ibeeausel  the  w;ir  has  ravaged  liaq's  economy 
and  inditar)  capacity.""  In  fact,  the  sanctions  have  not  led 
Saddam  to  cooperate  with  the  I'nited  Nations,  miish  less 
led  to  hts  overthrow. 

VV^hat  led  man>  analysts  to  believe  that  sanctions  would 
have  a  strong  impact  on  Iraq'.'  .And  how  did  lrav|  adjust  to 
the  sanctions  so  as  to  prove  these  analysts  wrong  ,’ 

Vulnerability  to  Sanctions 

Iraq  would  seem  remarkably  vulnerable  to  sanctions  lor 
three  reasons.  First  and  mo.sf  impoitant,  the  Iravp  economy 
is  based  on  oil  production.  Oil  sales  used  to  account  for 
between  percent  and  93  percent  of  export  earnings, 
depending  on  the  vear.  Oil  output  pre-crisis  was  about  bU 
barrels  a  person  arm.  I”  (.kO  million  barrels  a  day).  If  the 
price  of  oil  was  Slb.Td.  Iraqi  oil  output  was  worth  'sl.bbD 
a  person  a  year.  I’ut  another  way.  od  production  was  equal 
to  roughly  40  percent  of 

A  second  reason  for  Iraq's  high  vulnerability  to  sane- 


IS  Hulbiluci  ami  Eilliolt.  'SarKl>i»ns  VVj||  Mile.  See  also  ('laiv  (’lyOe  Hiilb^fUcr, 
iciircv  Schoft.  arfcl  KiiirK’fJv  Ann  ft mumm  Sofu  Rn  rmsidcrcii 

lh\ir>r\  iifui  (  iirri’ni  rirlu  \ .  aiul  F.i  miiftnu  Sinu  lnms  Reennsuiert’d:  Stippicnii'H 
idl  (Use  lli\i<’ries.  2il  ci!.  i Washinjiton.  U.C.:  Insiituic  lot  .ntcrnaln»p  \1 
EkontHUK's. 


I‘‘^  Henrv  Kissinger.  /V»y/.  's  Mav 
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tions  was  its  economy’s  high  dependence  on  trade.  The 
ratio  of  trade  to  GDP  was  high;  exports  and  imports  were 
each  between  35  percent  and  50  percent  of  GDP.  while  the 
average  for  middle-income  countries  in  19X0  was  25 
percent.^"  Furthermore,  Iraq  relied  on  imports  for  many 
vital  goods  that  could  not  be  produced  at  home,  instead  of 
using  trade  as  a  low-cost  supplement  to  a  diversified 
domestic  industrial  base  Indeed,  what  industry  there  was 
in  Iraq  was  largely  assembly  of  foreign  parts  or  manufac¬ 
ture  of  a  few  simple  or  bulky  items,  for  example,  cement. 

A  third  factor  in  Iraq’s  vulnerability  to  sanctions  was 
the  ease  of  blocking  its  main  export’s  routes.  Because  oil 
has  such  a  low  ratio  of  value  to  volume,  Iraq’s  exports  were 
extraordinarily  bulky:  140  million  tons  a  year.  Sheer 
volume  made  Iraq’s  oil  hard  to  smuggle,  and  therefore 
made  Iraq  vulnerable  to  .sanctions.  Other  than  a  maximum 
of  about  150,000  barrels  a  day  ($1  billion  a  year)  that  could 
be  trucked  out  via  Jordan  and  Turkey,  the  rest  of  Iraq’s  2.X 
million  barrels  a  day  in  oil  exports  had  to  pass  through 
three  easy-to-block  channels;  a  pipeline  to  Turkey,  a 
pipeline  to  Saudi  Arabia,  and  a  port  on  Iraq's  narrow 
Persian  Gulf  coast.  The  alternative  routes  lay  through 
neighbors,  Syria  and  Iran,  with  which  Iraq  was  on  bad 
terms.  However,  had  either  of  these  neighbors  been  so 
minded,  Iraq  could  have  exported  significant  amounts  of  oil 
through  them. 

While  it  would  therefore  .seem  that  Iraq  was  especially 
vulnerable  to  sanctions,  caution  should  have  been  in  order. 
Information  about  the  Iraqi  economy  was  scarce.  Iraqi 
governments  have  been  as  secretive  as  any  in  the  world. 


20.  For  middle-income  countries.  World  Bank.  World  Development  Report 
1991,  Washington.  D.C.,  p,  220.  For  Iraq,  author’s  estimates,  using  GDP  of 
$4.S  billion. 
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Outside  analysts  therefore  had  only  the  vaguest  idea  of 
what  Iraq  had  in  the  way  of  stocks  and  adjustment  capacity 
when  the  sanctions  started.  Indeed,  as  explained  below, 
right  up  to  the  start  of  the  war  the  U.S.  government  had 
seriously  underestimated  Iraq’s  stocks  of  foodstuffs.  The 
intelligence  community  thought  Iraq  would  run  low  on 
foods  before  the  spring  1991  harvests,  but  Iraq  in  fact  had 
ample  supplies. 

Caution  should  have  been  called  for  because  the  U.S. 
government  had  .systematically  underestimated  the  Iraqis  in 
the  preceding  two  years.  The  U.S.  government  had  been 
surprised  by  at  least  three  major  developments:  the  more 
than  $2  billion  spirited  away  from  the  Banca  Nazionale  del 
Lavoro  branch  in  Atlanta,  the  launch  of  an  Iraqi  multistage 
rocket,  and  the  Iraqi  progress  in  developing  "super  gun" 
technology  rejected  in  the  West.  In  each  case.  Iraqis  turned 
out  to  be  remarkably  skilled  at  concealing  their  actions 
from  what  were  in  theory  tight  supervision  by  U.  S.  and 
other  Western  authorities.  This  should  have  suggested  the 
possibility  that  Iraq  might  turn  out  to  be  less  vulnerable  to 
sanctions  than  available  information  might  have  implied. 

Furthermore,  vulnerability  to  sanctions  is  as  much  a 
matter  of  politics  as  economics.  On  the  political  front,  the 
Iraqi  government’s  vulnerability  to  sanctions  was  limited  by 
at  least  four  factors.  First,  the  Baath  government  did  not 
care  particularly  about  welfare  of  the  people,  so  suffering 
for  the  masses  would  cause  the  country’s  leaders  few 
qualms.  Indeed,  as  subsequent  events  showed.  Western 
public  opinion  appears  to  be  at  least  as  concerned  about 
famine  and  epidemics  in  Iraq  as  are  the  leaders  in  Baghdad. 
It  was  not  clear  how  the  sanctions  would  cause  suffering  to 
the  elite,  given  their  myriad  ways  of  diverting  to  their  own 
use  whatever  supplies  were  available. 

Second,  even  if  people  became  discontented  because  of 
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declining  living  standards,  they  had  few  opportunities  to 
influence  government  policy.  Saddam  had  organized  an 
extensive  security  apparatus  to  detect  and  eliminate  dissent, 
so  opponents  of  his  policies  could  not  express  their 
viewpoints,  much  less  act  on  them.  The  elite  had  found 
that  Saddam  was  not  open  to  critici.sm,  as  evidenced  by  the 
famous  19X4  episode  in  which  Saddam  had  invited  criticism 
at  a  cabinet  meeting  only  to  kill  the  one  minister  who 
voiced  mild  complaints.  Saddam  had  acquired  a  world- 
class  expertise  at  avoiding  assassination  and  coups. 

Third,  Iraq  is  split  between  three  major  ethnic  groups, 
and  the  regime  always  had  the  option  of  withholding 
supplies  from  the  Kurdish  and  Shiite  three-fourths  of  the 
population  in  order  to  provision  better  the  Sunni  Arab 
minority  that  provides  the  backbone  of  the  regime. 

Fourth,  Iraq’s  history  at  stubborn  confrontations  demon¬ 
strates  its  people’s  deep  nationalistic,  if  not  xenophobic, 
streak.  Iraqis  seem  proud  that  their  governments — royal, 
liberal,  and  Baath — deprived  Iraq  of  badly  needed  oil 
revenues  through  two  decade-long  confrontations  with 
international  oil  companies,  one  in  the  193()s  and  one  over 
the  southern  fields  in  the  1960s. 

Indeed,  modern  Iraqi  history  is  a  succession  of  one 
political  obstacle  to  growth  after  another.  A  summary  of 
Iraq’s  economic  history  by  the  Economist  Intelligence 
Unit^‘  lists  some  of  the  disputes  other  than  the  last  two 
wars,  which  were,  of  course,  the  biggest  drains  on  the 
economy; 

Growth  of  national  income  has  been  erratic  and  generally  poor  for  { 

:in  oil  economy.  Much  of  the  prohlem  arti.se  from  political  events 
which  cau.sed  prolonged  pau.ses  in  the  rate  t)f  economic  adviuice.  An 


21.  Economist  tntelligence  Unit.  /W2/V/  Country  Profile.  London,  p.  J  T. 
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oil  dispute  with  the  Iraq  Petroleum  Compiuiy  began  in  l%()  ;uid 
persisted  in  a  vitfiety  of  fonns  until  1973,  inhibiting  eajiiud  fonna- 
tion  iuid  v;due  added  in  oil.  The  revolution  of  193X  brought  land 
reforms  and  other  eh;uiges  in  the  ownership  of  productive  factors 
that  adversely  affected  the  private  sector  ;ind  left  individual  enter¬ 
prise  all  hut  stultified.  Perennial  fighting  in  Kurdistan  hits  been  a 
further  retardant  on  growth,  while  bad  relations  with  Syria  have 
interrupted  use  of  pipeline  facilities  to  the  eastern  Mediterranean 
ports  ;md  made  Iraqi  oil  exports  unreliable  ;u)d  depressed. 


Adjustment  Techniques 

To  illustrate  the  techniques  Iraq  has  used  to  adjust  to 
sanctions,  food  supply  is  the  best  case.  From  the  day 
sanctions  were  impo.sed,  foreign  analysis  and  Iraqis  concen¬ 
trated  on  food  supplies.  At  first  glance,  that  seems  peculiar, 
given  that  the  sanctions  resolution  exempted  imports  of 
"supplies  intended  strictly  for  medical  purposes,  and,  in 
humanitarian  circumstances,  foodstuffs,"  ‘‘  Food  mattered 
de.spite  this  partial  exemption.  For  one  thing,  the  exemp¬ 
tion  was  only  partial,  and  the  sanctions  committee  autho¬ 
rized  few  shipments  of  food  prewar.  As  important,  Saddam 
would  have  suffered  a  major  political  defeat  if  he  had  had 
to  agree  to  the  U.N.  conditions  for  imports,  namely,  that 
food  should  be  distributed  by  charitable  organizations. 
Saddam  made  a  point  of  pride  that  Iraq  need  not  cooperate 


22.  Re-solulion  661  uf  6  August  1990.  paragraph  7(a).  Paragraph  4  pennitted 
"payments  exclusively  for  strictly  medical  or  humanitarian  purposes  and.  in 
humamtarian  circumstances,  foodstuffs." 

23.  Resolution  666  of  l.i  September  1990,  provided  for  humanitarian  relief. 
Paragraph  6  "directs  the  (Sanctions!  Committee  that  in  formulating  its  deci.sion.s 
It  should  bear  in  mind  that  foodstuffs  should  be  provided  through  the  United 
Nations  in  co-operation  with  the  International  Committee  of  the  Red  Cross  or 
other  appropriate  humanitarian  agencies  and  distributed  by  them  or  under  their 
supervision  in  order  to  ensure  that  they  reach  the  intended  beneficiaries.'" 
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with  the  United  Nations  and  that  Iraq  could  make  do 
despite  the  sanctions,  he  therefore  placed  great  importance 
on  muddling  through. 

The  potential  for  providing  food  during  sanctions  has 
depended  upon  four  factors:  reducing  consumption,  using 
up  stocks,  increasing  local  output,  and  smuggling. 

BELT  TIGHTENING.  The  Iraqi  government  moved  quickly 
to  implement  a  rationing  system,  which  functioned  rather 
smoothly  by  late  September  1990.  The  system  of  food 
distribution  in  Iraq  combined  two  elements:  what  the  Iraqi 
government  called  rationing — that  is,  guaranteed  access  at 
low  Hxed  prices  to  specified  quantities — plus  a  free  market 
e.s.sentially  without  price  controls  for  all  other  goods.  The 
ration  system  was  described  by  one  of  the  world's  leading 
experts  on  hunger,  Jean  Dreze,  and  Harris  Gazdar: 

Food  is  supplied  to  the  agents  [''most  of  whom  are  ordinary  grtKers 
with  a  small  clientele"]  every  month  according  to  the  number  of 
'coupons'  which  they  are  able  to  produce.  These  coupons  are 
collected  by  the  agents  fn>m  their  customers,  who  detach  them  from 
the  ration  cards  .  .  .  [The  agents]  charge  the  official  ration  prices 
:uid  collect  a  commission  of  10  percent  on  .sales  (the  remainder  of 
the  prcKeeds  belong  to  the  government).  ...  In  August  1991  there 
were  (according  to  the  Ministry  of  Trade)  48.023  agents.’^ 

The  ration  system  is  described  in  more  detail  in  the  next 
section.  Briefly,  the  rations  generally  cover  flour  (usually  a 
wheat/barely  mix),  rice,  cooking  oil,  sugar,  tea  and  some¬ 
times  other  goods,  such  as  chickpeas.  These  rations  have 
provided  between  1,200  and  1,750  calories  a  day;  the 
government  changed  the  ration  allocations  monthly.  There 
are  few  reports  of  distribution’s  falling  short  of  the 
declared  allocation  in  the  areas  under  government  control. 


24.  Dreze  and  Gazdar.  Hunger  and  Poverty  in  Iraq.  pp.  .T2-34. 
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although  reports  of  delays  in  delivery  of  a  month's  rations 
are  frequent.  The  rations  are  inadequate  for  sustenance,  but 
they  provide  a  safety  net — a  guarantee  that  the  basic  goods 
covered  would  be  available  in  shops  and  that  the  price 
would  be  low,  so  that  the  free  market  could  be  used  as  a 
supplement  rather  than  as  the  basic  supply  source.  The 
ration  system  has  been  particularly  useful  for  the  poor 
because  the  rations  are  sold  at  extremely  low  prices. 

USE  UP  STOCKS.  In  retrospect,  Iraq  was  able  to  draw 
much  more  extensively  on  food  stocks  than  had  been 
realized  in  August  IWO.  US.  intelligence  based  itself  on 
evidence  from  the  U.S,  Agricultural  Attache  in  Baghdad, 
who  had  extensive  experience  and  was  highly  regarded.  The 
estimate  of  the  July  19VU  cereal  stocks  was  1  1  million 
tons.  It  now  appears  that  Iraq  had  not  1.1  million  tons  but 
2. ,5  million  tons  in  July  1990,  hardly  a  trivia!  difference. 
The  extra  1.4  million  tons  is  six  months  of  human  con¬ 
sumption  at  the  crisis  level.  The  earlier  estimate  suggested 
that  Iraq  would  have  difficulty  feeding  it.self  before  the  May 
1991  harvests,  but  according  to  the  later  estimate.  Iraq  had 
ample  stocks  to  last  through  full  1991  and  possibly  through 
winter  1991/92.  That  difference  in  perception  could  be 
significant  in  evaluating  the  effect  of  sanctions  on  Iraq’s 
need  to  cooperate  with  the  international  community,  at  least 
to  the  degree  necessary  to  obtain  humanitarian  food  aid. 

CIA  Director  Webster  had  testilied  to  the  House  Armed 
Services  Committee  on  5  December  1990,  that  Iraq  would 
be  able  to  maintain  grain  consumption  at  only  two-thirds  of 
last  year’s  level  until  the  next  harve.st  and  that  Iraq  would 
be  short  of  sugai  and  edible  oil.  Editorial  writers  interpret¬ 
ed  this  testimony  as  evidence  that  sanctions  were  having  a 
considerable  effect  on  Iraq.  In  fact,  Iraq  did  better  than 
Director  Webster  expected  on  each  count.  In  retrospect,  in 
the  area  where  the  U.S.  government  thought  it  had  the  best 
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information  about  the  Iraqi  economy,  the  data  were  way 
off,  and  the  difference  was  of  potentially  considerable 
importance  to  U.S.  policy  formation. 

INCREASE  LOCAL  OUTPUT,  The  Iraqi  government  has 
taken  vigorous  action  to  increase  local  food  output.  On  the 
whole,  those  steps  have  been  successful. 

In  1990/91,  food  supplies  increased  primarily  due  to 
slaughtering  of  animals.  Meat  supplies  surged  and  prices 
fell  as  farmers  trimmed  their  herds  when  grain  was  diverted 
from  animal  feed  to  human  consumption.  "Just  prior  to  tiie 
January  air  war,  meat  prices  were  comparable  to  a  year  ago 
because  of  continuing  livestock  herd  liquidation, "  despite 
substantial  increases  in  prices  for  other  foods. In  fall 
1990,  Baghdad  raised  the  prices  paid  to  farmers  and 
released  farm  labor  from  army  duty  during  the  planting 
season.  Nevertheless,  the  !990\91  food  crop  output  was 
mediocre  (with  a  large  wheat  crop  but  a  much  smaller 
barley  crop),  because  the  spring  harvest  was  disrupted  by 
fuel  shortages  in  the  aftermath  of  tl\e  war. 

Domestic  output  has  been  rather  solid  in  1991/92  and 
1992/93.  Indeed,  the  bountiful  spring  1993  harvests  have 
provided  sufficient  cereal  stocks  to  last  until  autumn  1993 
with  few  if  any  additional  imports. 

IMPORTS.  Importing  has  continued  both  w  ith  and  w  ithout 
U.N.  permission.  Prewar,  the  United  Nations  permitted 
essentially  no  shipments,  and  sanctions-busting  appears  to 
have  been  on  small  scale.  The  governments  of  the  coun¬ 
tries  bordering  Iraq  all  took  action  to  prevent  Iraqi  imports. 
The  Jordanian  authorities  acted  under  U.N.  pressure,  which 
took  the  form  of  boarding  and  searching  ships  bound  for 


i-S  Susan  Epstein.  Iraq's  Flint  am!  Agricultural  Suuafum  Durini;  the  F.nihargo 
anti  the  War  (Washington.  L).C.:  Congressional  Keseareh  Service).  2f>  Fehruarv 
IWI.p  9. 
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Jordan's  only  port,  at  Aqaba.  From  August  1990  through 
March  1991,  the  import  restraints  appear  to  have  worked 
well  enough  that  the  Iraqi  government  did  not  use  up  all  of 
of  its  available  foreign  exchange  to  import  goods. 

While  the  Iraqi  government  was  unable  to  arrange  much 
in  the  way  of  imports,  the  Iraqi  private  .sector  stepped  up  its 
smuggling  activities.  The  Iraqi  government  removed  all  re¬ 
straints  on  imports,  that  is,  all  taxes  and  all  permits.  The 
Iraqi  traders  only  had  to  smuggle  out  of  the  country  of 
origin.  Many  communities  in  the  Middle  East  have  a  long 
tradition  of  smuggling;  for  instance,  the  smuggler-hero  is  a 
staple  of  Iranian  modern  literature  set  in  villages.  With  all 
the  dedication  in  the  world,  the  Iranian  government  could 
not  have  stopped  all  smuggling  across  its  long  and  open 
border;  compare  the  U.S, -Mexican  experience. 

Postwar,  the  United  Nations  provided  for  expedited 
procedures  for  Iraqi  requests  to  import  foodstuffs.  As 
discussed  below,  Iraqi  food  imports  are  running  at  or  above 
SI  billion  a  year.  These  imports  provided  about  a  half  of 
the  calories  that  Iraqis  consumed  in  1992.  Iraq  has  been 
able  to  finance  this  level  of  imports  without  full  cooperation 
w  ith  the  United  Nations,  thanks  to  methods  discussed  in 
section  3,  below. 

Relying  on  the  Private  Sector 

In  the  first  two  years  of  the  sanctions,  Iraq  followed 
remarkably  market-oriented  policies  to  deal  with  sanctions- 
induced  shortages.  Prices  were  allowed  to  rise  to  the  level 
that  clears  the  market.  The  result  was  well  stocked  .stores, 
with  goods  readily  available  to  anyone  ready  and  able  to 
pay  the  price.  Consumers  did  not  have  to  waste  time 
searching,  or  lining  up,  for  scarce  goods;  instead,  they  could 
concentrate  on  earning  additional  income  to  buy  these  high- 
priced  goods.  Dedicating  effort  to  production  instead  of 
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waiting  in  line  was  much  better  use  of  Iraqis’  time. 

Consider  the  case  of  food  during  the  first  two  years  of 
sanctions.  To  be  sure,  food  was  "scarce"  in  Iraq  in  the 
sense  that  people  ate  less  than  they  did  pre-crisis.  But  food 
was  not  scarce  in  the  sense  that  sanctions  left  the  stores 
empty.  Indeed,  there  is  little  evidence  that  the  sanctions  on 
imports  into  Iraq  had  much  effect  on  food  supply.  Mer¬ 
chants  were  able  to  supply  enough  food  to  Iraq  to  keep 
prices  the  same  as  in  Jordan,  converting  from  Iraqi  to 
Jordanian  dinars  at  the  black  market  exchange  rate.*^ 

Indeed,  the  food  problem  in  Iraq  was  a  lack  of  income 
not  of  ways  to  import.  This  points  to  the  key  role  of 
restraining  Iraq’s  income;  sanctions  on  exports  had  much 
more  effect  on  Iraq  than  did  the  import  constraints.  Lifting 
all  sanctions  on  civilian  imports  would  have  had  little  effect 
on  Iraq  in  1991-92  because  Iraq  could  not  have  afforded  to 
import  much  more  than  it  did. 

In  the  first  two  years  of  .sanctions,  Saddam  Hussein  did 
not  implement  the  classic  populist  employment  policies  so 
common  in  the  Middle  East,  especially  when  a  regime  is 
worried  about  unrest.  Public  enterprises  shed  employees. 
The  military  demobilized  hundreds  of  thousands  who 
returned  to  casual  day  labor  or  street  vending,  both  low- 
prestige  and  poor  income-earning  occupations. Nor  did 
Saddam  increase  salaries  much  during  this  period.  Wage 


26.  Ureze  and  Gazdar.  Hunger  ami  Poverty  in  Iraq,  p.  19. 

27.  Although  Dreze  .and  Gazdar  report  that  public  enterprises  have  inaintained 
their  employment  levels  and  pay  everyone  who  shows  up  once  a  day,  their 
de.scription  of  their  visit  to  a  large  public  enterpnse  showed  that  it  had  m  fact 
laid  off  a  substantial  portion  of  its  workforce. 

28.  Dreze  and  Gazd.ar  report  {p.  26).  "Our  interviews  with  daily  w.age-earners 
suggest  that  mar.v  of  them  are  recently  rele.xsed  soldiers.” 
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increases  through  December  1991  were  under  100  percent 
for  the  military"'^  and  less  for  the  civil  service.  Meanwhile, 
free  market  food  prices  rose  ■  to  20-fold  from  August 
1990  through  December  1991.  Because  of  lower  demand, 
prices  of  luxury  items  like  meat  increased  less  than  the 
prices  of  staples. 

Thanks  to  containment  of  government  expenditure  in 
1990  and  1991,  the  budget  deficit  was  limited,  despite  the 
loss  of  oil  revenue,  which  provided  three-fourths  of  total 
revenue  pre-crisis.  As  an  example  of  that  cost  containment, 
consider  expenditures  on  military  wages;  because  the 
military  was  shrinking  in  size  as  the  salaries  increased,  the 
total  military  wage  bill  may  have  decreased.  Limiting  the 
deficit  was  no  small  achievement  and  helped  explain  the 
relatively  stable  functioning  of  the  Iraqi  economy  despite 
the  profound  shocks  it  has  undergone. 

As  one  important  result  of  the  relatively  low  budget 
deficit,  inflation  was  rather  low  for  a  country  in  the  midst 
of  such  a  sharp  crisis.  The  surest  indication  was  the  black 
market  exchange  rate,  which  adjusts  quickly  to  any  differ¬ 
ence  in  inflation  between  Iraq  and  its  trading  partners  (a 
phenomenon  known  to  economists  as  purchasing  power 
parity).  The  exchange  rate  has  been  depreciating  for  years, 
and  that  depreciation  did  not  accelerate  in  the  first  two 
years  of  the  sanctions.  Indeed,  the  rate  of  depreciation 
continued  at  the  .same  pace  it  had  followed  since  19S()  fa 
pace  broken  only  in  19XX-X9  with  the  strengthening  of  the 
currency  in  the  interval  between  the  Iran  and  Kuwait  wars). 


29.  Dreze  and  Gazdar  refK>rl  (p.  2()a).  that  in  August  1991  a  starting  level 
eonsenpl  gut  85  din.ars  a  iniinth.  an  expcrienceil  conscript  got  165  dinars  and 
a  "professional  soldier"  got  220  dinars.  MiliCary  pay  w-is  raised  40  percent  in 
September,  according  to  Baghdad  Radio  of  5  September,  as  cited  in  Foreign 
Broadcast  Information  Service  (hereafter:  FBI.S).  6  September  1991,  p,  7). 
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Referring  to  low  levels  of  inflation  when  food  prices 
have  increased  sharply  may  seem  paradoxical,  but  what 
happened  to  food  prices  is  not  typical  of  what  happened  to 
all  prices.  Indeed,  food  price  increases  are  a  market  signal 
that  food  is  in  short  supply  compared  to  other  goods,  .so  the 
price  of  food  relative  to  other  goods  has  gone  up.  Further¬ 
more,  price  increases  have  been  fastest  for  foods  that  are 
largely  imported.  From  early  1990  to  late  summer  1991. 
free  market  prices  for  the.se  foods  increa.sed  15-  to  2()-fold 
for  foods  largely  imported  such  as  wheat  flour  or  cooking 
oil.  Foods  grown  largely  in  Iraq  rose  only  4-  to  5-fold,  for 
example,  potatoes  (.45  dinars  to  1.92  dinars)  or  chickpeas 
(.65  dinars  to  2.92  dinars).  Prices  in  late  summer  1991  for 
domestically  grown  foods  were  not  much  higher  than  April 
19S9  prices,  before  the  reintroduction  of  price  controls  and 
other  government  measures  forced  down  free  market  prices. 

For  instance,  potatoes  were  2.0  dinars  per  kilo  in  April 
19X9  and  1,92  dinars  in  late  summer  1991.'" 

The  reliance  on  market  policies  that  characterized  the  first 
two  years  of  sanctions  was  reversed  after  July  1992. 
Controls  over  private  business  were  progressively  reintro¬ 
duced.  The  Iraqi  government  made  more  and  more  use  of 
populist  state-directed  economic  policies,  which  sound  good 
to  the  economic  illiterate  but  which  hurt  the  economy. 
Examples  include  campaigns  against  merchants’  charging 
high  prices  at  the  same  time  the  government  increases 
wages  (especially  to  the  military)  which  it  can  pay  for  only 
by  printing  money. 


TO.  IVSy  prices  frimi  MiddU’  East  Etommtir  Digesl.  14  July  14X9.  and  Dr. 
Laune  Mylnric  of  The  Washington  Institute  for  Near  East  Polity.  1991  prices 
from  press  .iccounts. 
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TABLE  1  □  IRAQ:  PRICES  OF  SELECTED  FOODS 


(dinars  per  kilogram) 


( 'ommodity 

July 

Aug 

mi 

Feh 

Jun 

\^m 

Wheat  flour 

0.12 

2.36 

4.(KI 

21 W 

Rice 

OJSO 

3.62 

9.50 

njoc 

Vegetable  oil 

0.70 

9.82 

22.00 

65.50 

Sugar 

0220 

4.42 

11.50 

29.50 

Tea 

1.00 

25.18 

58.00 

192.00 

Red  tneat 

6.00 

15:18 

75.00 

90.00 

Eggs(per  30) 

2.25 

13.25 

68.(X) 

80.(K) 

Sources:  World  Food  Prograiiime;  author’s  estimates. 


The  process,  though  continuous,  has  unfolded  in  four 
important  stages.  The  tirst  stage — controls  over  the  market¬ 
ing  of  farm  produce — occurred  while  most  of  the  economy 
was  kept  free,  in  1 99 1.  These  controls  were  never  fully 
lifted,  although  farmers  were  permitted  to  sell  half  their 
harvest  to  the  state  marketing  organizations  rather  than  on 
free  markets.  By  October  1 992,  the  government  was  back 
to  its  usual  role  of  buying  up  the  cereal  crops  at  prices  well 
under  what  farmers  could  have  gotten  on  a  free  market. 

In  the  second  stage,  price  controls  were  reimposed, 
having  been  abolished  both  in  name  and  in  practice  in 
August  1990.  They  were  reintroduced  in  theory  in  1991  but 
took  effect  only  in  summer  1992.  The  Iraqi  government 


31.  Kevolutionary  Command  Council  Decree  No.  283.  amending  the  16  May 
1991  Decree  No.  136  (which  had  in  turn  re.estahli.shed  some  state  control  over 
cereals  trade),  printed  in  Al-Thawrah,  26  October  1992,  in  FBIS,  30  October 
1992. 
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signalled  its  change  in  policy  with  its  usual  subtle¬ 
ty-executing  about  40  merchants  in  July  1992  on  charges 
of  overcharging  and  hoarding.  This  tough  action  had  little 
effect  on  prices  but  a  great  effect  on  commerce:  what  had 
been  an  open  and  efficient  process  began  to  shift  under¬ 
ground.  Merchants  have  been  understandably  reluctant  to 
repeat  their  efforts  to  supply  Iraq’s  needs,  for  fear  of 
incurring  new  government  penalties  instead  of  rewards. 

The  third  stage  in  the  reimposition  of  government 
controls  was  the  regulation  of  foreign  trade.  Small  steps 
were  taken  in  1991,  especially  the  "reactivation"  of  the 
suspended  Cu.stoms  Law  in  August  1991.'*  But  the  mam 
step  was  the  December  1992  reintroduction  of  extensive 
bans  on  importation  of  luxuries  and  of  goods  readily  pro¬ 
duced  in  Iraq.  The  list  included  such  consumer  staples  as 
fresh  fruit,  fresh  and  canned  vegetables,  shoes,  and  cloth¬ 
ing.”  Predictably,  the  banned  items  remained  available,  but 
only  to  people  with  good  political  connections  or  willing  to 
pay  a  higher  price.  In  addition,  the  controls  on  stocks 
forced  merchants  to  import  small  quantities  at  a  time,  which 
meant  higher  prices  than  for  larger  quantities. 

The  most  recent  tightening  of  the  state  grip  has  been 
over  the  monetary  system.  Baghdad  had  taken  some 
preliminary  steps  as  early  as  May  1992,  when  the  100  dinar 


32.  Director  General  of  the  Customs  Authority  Ba,slain  al-Janabi,  interview  in 
Al  lriiq  al-lqtisadi.  27  February  IW3.  in  FBIS.  30  April  1993. 

33.  Alif  Bti.  9  December  1992,  in  FBIS.  26  February  1993. 
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note  was  withdrawn  from  circulation’^  because  of  concerns 
about  counterfeiting.  (Some  reports  suggest  counterfeiting 
by  the  U.S.  government.’^)  The  major  step  was  taken  in 
May  1993:  the  Iraqi  government  announced  that  the  old  25 
dinar  notes  were  no  longer  valid  and  could  only  be  ex¬ 
changed  for  smaller  notes  in  limited  amounts  and  only 
within  Iraq.  The  country's  borders  were  shut  to  keep  out 
notes  from  abroad.  The  excuse  given  for  the  action  was 
that  the  old  notes  had  been  counterfeited — a  highly  implau¬ 
sible  reason.  The  old  notes  were  more  highly  valued 
precisely  because  they  were  of  higher  quality  (having  been 
printed  in  Switzenand  pre-crisis)  while  the  new  notes  are 
flimsy  and  poorly  printed.  Indeed,  just  before  the  demoneti¬ 
zation,  the  free  market  exchange  rate  for  the  old  notes  was 
about  33  per  dollar  while  the  new  notes  brought  closer  to 
100. Had  the  concern  been  counterfeiting,  Saddam  could 
have  repeated  what  he  had  done  with  the  100  dinar  and  5(> 
dinar  notes,  namely,  gradual  and  orderly  exchange  for  small 
notes.  The  sudden  and  limited  exchange  of  the  25  dinar 
notes  was  designed  to  show  Saddam’s  power  and  to  rob 
those  he  did  not  favor. 

The  demonetization  hurt  holders  of  unexchangable  old 
notes,  people  who  were  not  well  connected  politically. 
Some  Iraqi  traders  suffered  because  they  held  more  than 
exchangable  limit.  Kurds  in  north  Iraq  registered  old  notes 
for  1.3  billion  dinars  (worth  $39  million)  with  the  autono- 


34.  R.ighdail  K;kIi(i.  II  May  1992.  in  FBLS,  1.3  May  1992. 

35.  Chri.sty  Campbell  ami  Adrian  I’orter  of  the  London  Sunday  Tidi’^ra/>h. 
Washinglon  Times,  16  Mareh  1992.  The  is.sue  of  who  is  counterfeiting  Iraqi 
money  is  discussed  by  Warren  .Strobel  and  Michael  Hedges,  "Funny  money 
flooding  Iraq;  U.S,  just  smiles."  Washiniflon  Times.  2  March  1992. 


36.  Mideasl  Mirror.  6  May  1993. 
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mous  Kurdish  government,  which  could  not  exchange  the 
old  notes  for  new.’^  The  best  estimate  of  the  notes  held  by 
Jordanians  was  $100  million — 3  billion  dinars  at  30  dinars 
per  dollar — although  other  estimates  range  from  $30  million 
to  $200  million.”*  Whatever  the  magnitude  of  the  loss,  the 
effect  on  business  confidence  was  devastating.  Merchants 
outside  Baghdad’s  reach,  in  Kurdistan  and  in  Jordan,  for 
instance,  will  be  much  less  willing  to  accept  payment  in 
dinar — which  means  that  Iraq  will  need  more  dollars  than 
before  to  carry  out  its  trade. 

The  reasons  for  the  reimposition  of  state  control  over 
the  economy  are  not  clear.  One  explanation  would  be  that 
the  sanctions  are  finally  pinching,  and  Saddam  feels  backed 
into  a  corner.  That  theory  seems  inconsistent  with  his 
behavior  on  other  fronts;  his  continuing  refusal  to  bend  on 
the  conditions  for  access  to  several  billion  dollars  available 
with  U.N.  approval  (explained  below)  and  his  continuing 
confrontations  with  the  U.N.  arms  inspectors.  More 
plausible  is  the  opposite  explanation,  that  Saddam  feels 
self-assured  and  confident  enough  to  return  to  his  preferred 
policies  of  complete  control  over  Iraqi  society.  In  this 
view.  Saddam  was  never  enthusiastic  about  allowing  the 
private  sector  independent  room  for  action,  which  he  did 
only  during  the  period  of  acute  political  crisis  to  reduce 
popular  discontent  over  bad  economic  times.  Once  his 
.security  apparatus  had  .sufficient  control  over  the  situation, 
he  could  return  to  a  policy  of  complete  economic  control. 


17.  John  Murray  Brawn,  "Kurils  seek  aeeess  In  Turkish  lira,"  Finiiru  iul  Tinws. 
28  May  lyvl. 

18.  Micicasi  Mirriir.  6  May  1991.  James  Whillinplim  in  the  Financial  Times 
Ilf  6  May  1991  cites  a  Jordanian  finance  minrslry  official  as  estimating  SlOO 
million.  Chns  Hedges  in  the  New  Vurt:  Times  of  16  May  1991  also  cited  a 
SldO  million  estimate. 


28  HOW  HAS  SADDAM  HUSSEIN  SURVIVED? 


irrespective  of  the  effects  on  the  economy. 


3  Living  Standards 

Though  well  below  the  U.S.  level,  Iraq’s  standard  of  living 
pre-crisis  was  that  of  an  upper  middle  income  developing 
country.  Life  expectancy,  literacy,  and  high  school  educa¬ 
tion  were  all  comparable  to  those  of  the  better-off  Latin 
American  nations  or  the  poorer  European  countries.  Per 
capita  food  consumption,  at  2,%0  calories  per  person  a  day, 
was  well  above  the  2,33 1  calories  in  low-income  countries 
but  well  below  the  3,398  calories  in  high-income  countries. 
Energy  consumption  was  low  because  of  the  lack  of 
industry.  Iraq  was  at  or  above  the  levels  of  social  indica¬ 
tors  attained  by  it.s  neighbors. 

Comparisons  between  the  Iraqi  and  U.S.  economies  are 
difficult  because  Iraq  had  such  a  distorted  and  controlled 
economy  that  concepts  like  GDP  are  of  dubious  relevance. 
It  would  be  silly  to  convert  Iraq’s  official  GDP  of  20.8 
billion  dinars  in  1989  at  its  official  exchange  rate  of  3.2 
dollars  to  the  dinar,  because  the  resulting  $66  billion  figure 
grossly  overstates  Iraqi  income.”  Many  components  of 
GDP  should  be  valued  at  closer  to  the  free  market  ex¬ 
change  rate,  which  in  1989  was  about  .3  dinars  per  dollar. 
Iraq’s  1989  GDP  was  no  more  than  $45  billion,  $2,500  per 
person.  As  a  rule  of  thumb,  to  scale  up  from  the  Iraqi 
economy  to  an  economy  the  size  of  the  United  States, 
multiply  by  100;  $1  to  Iraq  has  the  same  weight  as  $100  to 
the  United  State.s. 


According  to  the  Iraqi  Government’s  Annual  Abstract  of  Statistics  1990, 
the  1989  GNP  was  19.3  billion  dinars  at  market  prices  and  20.8  billion  dinars 
at  factor  cost. 
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TABLE  2D  SOCIAL  INDICATORS  OF  DEVELOPMENT. 
LATE  1980s 
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Siuircc:  World  Bank.  World  l)evelo|nnenl  Reinul  l‘W!. 
a.  Percent  of  schotd-a^e  {x»pulali<Hi. 

Ii,  Kilograms  of  oil  equivalent  . 

c.  I  p|>er  middle  income  countries  are:  Brazil.  Czechoslovakia.  (iaht>n.  (ireece. 
flungary.  (ran.  Iraq,  South  Korea.  Libya.  Oman.  Portugal.  Koniania.  South  Alnca, 

Tniiidad  and  Tobago.  Venezuela,  Croguay.  and  Yugwlavia 

Living  Standards  August  1990-January  1991 

Despite  the  sanctions,  Iraqi  living  standards  remained  little 
changed  until  the  start  of  the  war.  Indeed,  in  some  impor¬ 
tant  ways,  Iraqi  living  standards  improved  after  2  August 
1990.  For  the  preceding  five  years,  imports  of  consumer 

goods  into  Iraq  had  been  strictly  limited  because  the  i 

government  had  directed  .so  much  of  the  scarce  foreign  ex¬ 
change  into  the  military/industrial  complex.  Kuwait,  on  the 
other  hand,  was  a  consumer  paradi.se.  Large  quantities  of 
Kuwaiti  goods  were  transferred  to  Iraq  one  way  or  another: 
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seizure  by  the  Iraqi  government,  looting  by  soldiers, 
voluntary  sales  by  Kuwaiti  businessmen  who  saw  no  other 
alternative,  or  Hea  market  sales  by  Heeing  expatriate' 
especially  Asians  desperate  for  the  cash  to  pay  for  their  u  ' 
home  via  Jordan  during  the  August-September  chaos. 

Kuwaitis  had  56{),(t()()  cars,  with  an  average  age  of  two 
to  three  years.  Of  these,  were  stolen  or  destroyed.^' 

If  100, (100  autos  with  an  average  value  of  'i>5,000  were 
taken  from  Kuwait,  that  makes  $M)0  million.  Recall  the  rule 
of  thumb  that,  relative  to  the  size  of  the  economy,  “tvl  in 
Iraq  is  $100  in  the  United  States.  On  that  basis,  the  auto 
transfer  would  have  been  $50  billion  in  a  U.S. -sized 
economy — not  an  insignificant  sum. 

When  a  whole  host  of  other  consumer  durables  is 
added,  along  with  the  stocks  of  luxury  foods  that  so 
impressed  journalists  visiting  Baghdad  markets  to  see  if 
food  was  still  available,  the  overall  conclusion  is  that  Iraqis 
saw  a  substantial  addition  to  their  living  standards.  In 
general,  Iraq  had  sufficient  stocks  of  many  goods  to 
maintain  moderately  normal  consumption  prewar. 

Living  Standards  February  1991— June  1991 

Living  standards  declined  sharply  in  early  IWl  due  to  the 
bombing  campaign,  the  ground  war,  and  subsequent  large- 
scale  civil  disturbances.  Some  of  the  worst  living  condi¬ 
tions  came  after  the  ceasefire  with  coalition  forces,  when 
Iraqi  government  authority  in  large  areas  disintegrated. 

During  the  war,  food  distribution  was  seriously  dis¬ 
rupted.  A  careful  household  survey  into  food  supplies  by 
Jean  Dreze  and  Harris  Gazdar.  in  August  IWl  asked  about 
conditions  during  the  war  and  found. 


40.  Financial  Times,  2^  February  1992;  Chris  Hedges.  "A  V-K  tor  Victurv':  It’s 
Kuwait’s  Way  of  Celebrating/' York  Tirnvs.  9  February  199^. 
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The  I househ^ild I  survey  brines  out  Ihal  iddsI  olThe  "indicalDrs"  thal 
lac  now  recogni/eiJ  in  the  ccamoinie  litcralure  as  being  eoininoiily 
associated  with  lainine  situations  were  dtscernable  in  Iraq  during 
the  wta:  drastic  reduction  of  foinl  intake;  exorbitant  food  prices; 
consumption  of  wild  plants  and  other  ''famine  foods";  Imge-scalc 
depletion  of  household  assets;  and  even  the  emergence  of  open 
conflicts  between  f;unily  members  (someinnes  leading  to  physical 
tights)  over  the  ;illocation  of  fiHid. 

In  addition  to  the  neat  famine,  such  basic  sets  ices  as 
water  and  sewage  functioned  only  sporadically  duritig 
February  and  March.  The  June  iWl  report  by  a  team  led 
by  the  Aga  Khan,  prepared  at  the  request  of  the  U.N. 
Secretary-General,  stated,  "At  the  end  of  the  war,  the 
available  (electrical  generating)  capacity  was  negligible.” 
Not  surprisingly,  the  water  system  also  had  largely  ceased 
functioning.  Indeed,  the  transportation  system  had  also 
become  erratic,  because  there  were  "virtually  no  sales  of 
gasoline  to  private  users"  in  February  and  early  March.^' 
The  telephone  system  also  stopped  functioning.  Without 
telephones  and  electricity,  with  only  limited  use  of  vehicles, 
the  hospital  system  was  reduced  to  basic  techniques. 

This  period  formed  in  the  public  mind  an  image  of  Iraqi 
starvation  and  privation.  That  image  was  fed  by  the 
dramatic  report  of  the  Secretary-General's  envoy,  Martti 
Ahtisaari,  who  visited  Iraq  in  March  1991,''"  Under- Sec- 


41  The  lirsi  quiitf  is  Iroiii  the  Kc|iiirl  li>  Itic  ,Se(.K-l;iry-Giiicr;i)  ihilca  IS  July 
1941  on  luinianitmiiin  nccils  m  Iraq  prepiUeU  by  a  mission  kal  by  SaaiutUlin 
.Aga  Khan.  .S/22799  (hereafter:  the  .Aga  Khan  rejMirO.  p  sS  The  next  quote 
IS  from  the  .Ahtisaari  report  cileil  in  the  next  note,  paragraph  SS. 

42.  Keporl  to  the  Secretary -General  on  Humantlarian  Neerls  in  Iraq  in  the 
Iniiiieiliate  I’ost-Crisis  Environment  by  a  Mission  to  the  Area  Led  by  Mr  Martti 
Ahtisaari.  Uniier-Secrelary  General  for  .Aaininistr.ilion  anrl  Management.  2(1 
March  1991. 


I 
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retny  General  Ahtisaari  concluded:  "Iraq  has,  tor  some 
time  to  come,  been  relegated  to  a  pre-industrial  age,  but 
with  all  the  disabilities  of  a  post-industrial  dependency  on 
an  intensive  use  of  energy  and  technology."  He  warned, 
"The  Iraqi  people  may  soon  face  a  further  imminent 
catastrophe,  which  could  include  epidemic  Isic]  and  famine, 
if  massive  life-supporting  needs  are  not  rapidly  met." 

Perhaps  the  dramatic  language  about  the  poor  situation 
of  the  moment  was  justified,  but  that  seems  doubtful.  For 
instance,  Mr.  Ahtisaari  made  a  plea  to  permit  emergency 
imports  of  fuel  and  parts  for  trucks  to  move  food  and 
medical  supplies,  but  as  U.S.  authorities  pointed  out,  he 
made  no  mention  of  the  trucks  and  fuel  being  used  in 
profusion  by  the  Iraqi  Army  to  tight  a  war  against  rebels.''* 
Be  that  as  it  may,  the  forecast  about  Iraq's  recovery 
abilities  turned  out  to  be  vastly  overpessimistic;  the  Iraqi 
economy  has  been  able  to  restore  services  much  more 
rapidly  than  Ahtisaari  forecast. 

The  image  of  an  imminent  public  health  catastrophe  has 
persisted  long  after  its  reality  has  faded.  Patrick  Tyler  of 
the  New  York  Times  wrote  about  a  "health  crisis"  and  "epi¬ 
demic  levels"  of  several  diseases.^'  In  fact,  the  health 
situation  in  Iraq  was  better  than  that  for  most  of  humanity 
by  the  time  he  was  writing.  A  Tufts  team  d'’'  umen*cr' 
malnutrition  in  southern  Iraq,  as  was  extensively  reported, 
but  that  team  noted  it  could  not  determine  whether  the 
malnutrition  predated  the  crisis  or  was  a  new  phenomenon. 
It  would  hardly  be  surprising  if  the  poorer  classes  in  Shiite 


43.  Paul  Lewis.  iVi'w  Yi>rk  Times.  23  Miirch  1991. 

44.  .See  the  eompanion  study  on  year  two  of  the  sanctions. 
4,S.  M'w  Ynrk  Times.  22  May  ami  24  June  1991. 
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south  Iraq,  near  the  fighting  with  Iran,  had  had  inadequate 
food  before  August  199(1. 

None  of  these  economic  problems  can  reasonably  be 
ascribed  to  the  sanctions.  Even  if  sanctions  had  been  lifted 
the  day  after  the  liberation  of  Kuwait,  the  situation  probably 
would  have  been  little  different  in  March  and  April.  It 
takes  time  to  restore  services  and  trade  patterns  afici  a  war. 
Compare  the  experiences  of  Kuwait;  with  all  the  money  and 
goodwill  in  the  world,  organizing  the  services  is  still  not 
ea,sy.  In  short,  some  months  of  disruption  were  inevitable 
after  the  war. 

On  22  March,  the  U.N.  Security  C'ouncil  voted  to 
permit  humanitarian  shipments  to  Iraq  on  a  "no  objections" 
basis.  While  the  text  of  Resolution  6X7  referred  to  expedit¬ 
ing  imports  of  the  broad  range  of  goods  classified  as 
humanitarian  in  the  Ahtisaari  report,  in  practice,  because  of 
skepticism  by  some  governments  about  the  humanitarian 
character  of  many  nonfood  shipments,  licenses  were  readily 
granted  for  food  and  medicine  imports  but  fewer  licenses 
were  issued  for  other  items.  Thanks  to  this  change  in 
policy,  the  Iraqi  government  was  able  to  begin  regular  and 
large-scale  food  imports  by  early  summer  1991. 

Living  Standards  July  1991-July  1993 

The  regular  distribution  of  rations,  which  had  in  practice 
stopped  from  mid-January  1991  through  April  1991,  began 
again  from  May  or  June.  By  July,  the  food  ration  system 
was  fully  restored  in  the  areas  under  government  control. 
Once  again,  the  government  provided  a  minimum  diet,  its 
exact  composition  changing  month  to  month.  Goods  suffi¬ 
cient  to  provide  1,300  calories  were  available  in  July- 
August  1991  at  II  dinars  monthly  per  family  of  six.  This 
price  had  become  derisory  relative  to  free  market  rates 
which  Dreze  and  Gazdar  calculate  would  have  valued  the 


34  HOW  HAS  SADDAM  HUSSEIN  SURVIVED’ 


same  basket  at  dinars.  Families  could  supplement  their 
rations  with  purchases  on  the  tree  market.  In  the  unlikely 
event  that  a  family  of  six  had  to  rely  on  mily  one  income- 
earner  at  a  low  -level  job,  his  wages  would  have  been 
roughly  sufficient  to  provide  a  family  of  six  with  l.SdO 
calories  per  person  per  day,  through  a  combination  of 
rationed  goods  and  free  market  domestically  grown  goods. 

After  a  sharp  improvement  in  mid- 1 W 1 .  the  food  supply 
situation  stagnated  or  improved  very  slowly  from  early 
19^2  through  mid-lW.^.  Ration  levels  increased  slowly, 
including  in  October  IW2  and  January  IW.^.^''  Special 
allocations  were  made  at  various  times,  for  example, 
chickens  during  the  month  of  Ramadan.’' 

After  the  June  19^3  increases  in  allocations,  the  rations 
were  sufficient  to  provide  each  Iraqi  w  ith  1.7.30  in  calo¬ 
ries. Table  3  shows  ration  allocations  and  their  caloric 
value.  It  also  shows  the  cost  of  imports  for  the  rations. 
Note  that  the  cost  of  the  imported  rations  as  calculated  is 
in  the  same  ballpark  as  the  $90  million  a  month  ($1.0K0 
million  a  year)  cost  cited  by  Iraq's  Minister  of  Trade. 
Muhammad  Mahdi  Salih.^’ 

Rationed  goods  remain  available  at  highly  discounteti 
prices.  At  June  1993  prices,  a  family  of  six  would  have  to 


4fi,  Kdkin)  Baubctdyl.  1*^  (kioK’r  1W2  anJ  (5  Jaiuiai\  in  FRIS 

OkUtlxM  aiul  i"-)  Januar\  IV-IF 

47  Trdilc  Muhammad  Mahili  Saiih  kt>mpiai!K*d  aKtuf  the  mst  id  sueh 

special  distrihutifMis  in  an  iniciMcw  wnh  Al  Junihurivah  (Baghdad).  6  March 
in  FRIS.  M)  April  IW^. 

4S.  Techniques  lor  eslinialini:  calories  Irom  wcii:hl  vldler;  the  Food  and 
Ajincultuie  ( )riiani/ation  irv*  WnrM  Food  riotirainmeesumaic  i.s  1 .7nS  ta)«>ries 


4‘‘F  Al  rhar\yo.  H  lune  in  FBIS.  22  June 
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TABLE  3  □  IRAQ:  1993  RATIONS:  CALORIC  CONTENT  AND 
IMPORT  COST 
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t.  S()A.  f  A(  >.  IVK  .  ;uid  Iratp  Mitiries. 

a.  Totals  iiKliide  mehide  ions  ol  lea  a  year  per  person  al  a  total  ei»sl  o|  S41  million 

spend  24  dinars  a  month  on  rations.  If  the  family  were 
dependent  on  the  salary  of  one  unskilled  government 
employee  making  about  250  dinars  a  month,  its  ineome 
would  suffiee  to  purchase  the  ration  plus  free  market  foods 
(fruits,  vegetables,  meat,  dairy,  and  some  additional  supplies 
of  rationed  goods)  to  bring  the  diet  up  to  2,000  calories  a 
day.  The  income  of  most  families  would  be  higher,  and 
therefore  thf'y  could  afford  more  food.  Those  in  the  private 
sector  make  considerably  more  than  government  employees; 
indeed,  Saddam  recently  urged  government  employees  to 
take  a  second  job  to  make  ends  meet  (he  also  claimed 
average  wages  for  the  unskilled  are  much  higher  than  the 
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figure  used  here)/" 

The  reported  ration  amounts  are  consistent  with  the 
available  data  on  domestic  production  of  basic  goods  and 
on  the  amount  of  food  being  imported  into  Iraq.  The  table 
presents  estimates  of  food  available  for  consumption  and  of 
imports,  both  total  and  per  capita. 

The  import  estimates  come  from  partner-country  data  on 
what  was  shipped  to  Iraq.  The  data  check  well  with  figures 
from  several  other  sources.  U.N.  data  on  imports  permitted 
indicate  Iraqi  imports  of  6.5  million  tons  of  food  and 
medicine  a  year,  that  is.  the  U.N.  authorized  imports  equal 
in  weight  to  about  one-third  the  pre-crisis  level."  Data 
from  Turkey  and  Jordan  on  deliveries  through  their  territory 
show  imports  at  about  the  .same  level,  for  example,  Jordani¬ 
an  government  data  show  transit  cargo  at  Aqaba  port  was 
2.1  millions  tons  in  1992  compared  to  5.9  million  tons  in 
19X9.-- 

Those  partner-country  data  .show  that  Iraq  imported 
about  $1  billion  in  foodstuffs  in  1991  and  about  $X0() 
million  in  1992,  which  is  also  the  level  projected  for  1993." 
By  comparison,  Iraq  would  need  only  S6()()  million  to 
distribute  the  late- 1991  ration,  or  $X()()  million  at  the 


.so.  Siiddam  .and  Udayy  Hassein  speaking  to  media  leaders,  Baghdad  Radio, 
in  FBIS.  IK  June  IW. 

51.  New  York  Tinu's,  2S  November  1992. 

52.  James  Whiltinglon.  "Jordan  hit  by  .sanclions  on  Iiaq."  Financial  Times.  S 
J.'inu.'iry  1993.  D.ata  for  1992  were  estimated  from  1 1  months  data. 

53.  Personal  communications.  John  P.irker.  U.S.  Department  of  Agriculture. 
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TABLE  4  0  IRAQ:  GRAIN  CONSUMPTION  AND  IMPORTS 


Average 


l‘)6X-70 

1<)‘X) 

1991 

1992 

1997 

C’onsumptu¥i  [>er  capita  (kilograms) 

All  graiiu 

m 

2011 

220 

218 

217 

165 

Wheat 

')5 

160 

147 

167 

141 

77 

Bariey 

14 

6 

23 

21 

36 

37 

Rice 

2^ 

35 

40 

25 

74 

45 

Com 

0 

6 

to 

10 

7 

7 

Total  ctinsumptfon  (thousand  meinc  ions) 

All  gtaiB* 

l.lM 

3,741 

3.930 

3,780 

3,861 

3,025 

Wheal 

X60 

2,1<»2 

2.675 

2.8X2 

2,506 

1,412 

Bariey 

125 

ns 

405 

368 

634 

672 

Rice 

212 

676 

715 

425 

601 

X22 

t'oni 

1 

108 

175 

165 

120 

119 

ImjHirts  (thousand  metric  tons) 

All  gfains 

240 

5,387 

3J010 

2,122 

2,420 

1.230 

Wheal 

176 

^.525 

1.975 

1  .X(X) 

1.9(K) 

5(K) 

Barley 

too 

570 

2t0 

10 

10 

0 

Rice 

1 

542 

450 

2X7 

500 

72*; 

Ctwn 

3 

750 

415 

25 

10 

5 

Memorandum  item  (ihottsamLy) 

Popula- 

tido 

9,100 

17,993 

17.880 

17,300 

17,800 

182H» 

N{ylv:  L'on.sujnptiun  is  productum  I'Jus  im|X)ils  minus  waste,  seed  use,  and  animal  feed, 
Sourct’s:  Author’s  estimate  based  on  U.S.  Department  of  Agriculture  data. 
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summer- 19^3  level.  That  leaves  an  ample  margin  to  feed 
the  military,  provide  the  upper  crust  with  all  the  imported 
foods  they  want,  and  give  the  middle  class  a  margin  of 
(high-priced)  imported  foods  above  the  ration. 

The  food  supply  includes  not  only  the  regularly  rationed 
goods  but  also  fruits  and  vegetables  grown  locally  as  well 
as  the  small  amounts  of  local  dairy  and  meat.  The  supply 
of  such  commodities,  averaged  over  the  Iraqi  population, 
provides  500  calories  a  day.  That  plus  the  rations  would 
yield  2,250  calories  a  day.  The  average  Iraqi  diet  was 
somewhat  higher,  because  the  supply  of  basic  foodstuffs 
froin  imports  and  domestic  production  exceeds  the  amounts 
needed  for  the  rations — which  corre.sponds  with  researchers' 
I  observation  that  some  people  buy  some  basic  foodstuffs  on 

the  free  market  to  supplement  their  rations.  In  total,  the 
data  on  available  food  .supplies,  as  well  as  the  data  on  food 
prices  and  average  family  income,  suggest  that  the  average 
Iraqi  diet  is  above  2,250  calories  a  day  and  may  be  as  high 
as  2,400  calories  a  day. 

That  may  not  be  a  comfortable  level  to  someone  who 
was  used  to  2.900  calories  per  day  before  the  crisis. 
Nevertheless,  Iraqis  had  a  larger  food  supply  per  person  in 
mid- 1 993  than  in  1965;  2,250  calories  versus  2, 1 50."^'' 
Indeed,  the  Iraqi  grain  supply  per  capita  under  sanctions 
I  has  been  well  above  the  level  in  the  late  1960s  (Table  4). 

The  grain  supply  in  1 96X-70  averaged  132  kilos  per 
person,  whereas  the  supply  in  1993  is  projected  at  165 
I  kilos. 

[  Furthermore,  a  2,250  calorie  diet  is  more  than  adequate 

■  nutritionally.  There  is  no  clear  agreement  on  what  consti¬ 

tutes  the  minimum  number  of  calories  needed  to  sustain 


54.  Thf  1955  IS  from  ihc  Worlil  Bank.  Worhl  Dt'Vflupnwni  Rcpuri  /99/. 
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life.  International  organizations  have  systematically  and 
repeatedly  exaggerated  caloric  requirements,  which  probably 
do  not  exceed  1,X()()  calories  per  person  per  day.''  A  U.N. 
Department  of  Humanitarian  Affairs  report  stated  in  April 
1993  that  the  rations  then  in  effect  provided  only  6X  percent 
of  minimum  energy  requirements.'*'  Given  that  those 
rations  yielded  1,600  calories  per  person  per  day.  this 
implies  that  Iraqis  need  2,3(K)  calories  per  day — a  judgment 
that  seems  inconsistent  with  scientific  knowledge  of  human 
nutrition.  However,  even  accepting  that  exaggerated 
standard,  the  average  Iraqi  diet  is  still  nutritionally  suffi¬ 
cient. 

Although  the  average  food  supply  may  be  sufficient,  not 
every  Iraqi  necessarily  has  enough  food.  For  instance,  the 
government  is  not  importing  enough  baby  food  and  milk  to 
feed  infants  who  are  not  breast-fed.  If  any  humanitarian 
need  in  Iraq  today  can  be  compared  to  those  in  South  Asia 
or  Africa,  it  is  the  problem  of  Iraqi  infants. 

On  a  larger  scale  is  the  issue  of  where  the  food  goes, 
whether  it  is  being  distributed  to  the  poor,  to  the  Kurds,  and 
to  the  Shiites.  The  U.S.  government  has  stated  that  Saddam 
has  a  "callous  policy  of  diverting  supplies  away  from  those 
who  oppose  him."'’  If  so,  the  average  could  conceal 
starvation  for  some  people  and  abundance  for  others. 


-SS.  Uennis  Avery,  (ilobal  Ftnid  Progress  /W/  (Indian.ipolis.  Ind.;  Hudsim 
Institute.  Center  for  Global  Food  Issues  1991).  Avery  also  shows  th.at  when 
ealoric  supply  is  sufficient,  so  too  is  protein  and  vitamin  content,  uniler  usual 
conditions 

S6,  Janies  Whittington,  "Sanctions  bile  hard  on  hungry  Iraqis,"  Finimcta! 
Times,  h  May  1993. 

37.  Edward  1’.  Djerejian,  Assistant  Secretary  of  State  for  Near  East  and  South 
Asia,  Statement  Before  the  Hou.se  Foreign  Affaij.s  .Subcommittee  on  Europe  and 
the  Middle  East.  102d  Cong.,  1st  Sess..  20  November  1991. 
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However,  the  private  voluntary  organizations  report  that  the 
Iraqi  food  distribution  system  works  to  provide  all  Iraqis 
with  rations.  Dreze  and  Gazdar  concluded  in  August  1991: 

Contrary  to  the  p<.ipul:ir  belief.  Iraq’s  public  distribution  .system  is 
exeinpliuy  one  in  tenas  of  coverage,  equity,  efficiency,  ;uid  the 
amount  distributed.  .  .  .  The  rations  are  identical  for  everyone 
throughout  the  eounuy,  irrespective  of  age.  sex,  region.  nation:ility. 
or  iiny  other  criterion  ...  It  may  seem  surprising  that  a  regime  as 
repressive  ;md  intolenmt  as  that  of  Saddiun  Hussein  should  turn  out 
to  be  so  considerate  ;md  iinpiulial  in  food  distribution.  There  is. 
however,  nothing  new  in  this  ob.servation.  Authorit;iri;ui  rulers  over 
the  world  . . .  have  not  hesitated  to  utilize  foixl  h;ind-outs  as  a  way 
of  defusing  tensions  and  containing  dis.sent.'” 

The  Kurdish  and  Shiite  populations  did  not  receive  Iraqi 
government  rations  during  the  period  of  civil  rebellion  in 
spring  1991,  nor  indeed  for  some  time  afterwards,  and 
rations  were  never  regularly  supplied  thereafter  to  the  area 
under  the  Kurdish  administration.  However,  the  internation¬ 
al  community  stepped  in  with  food  relief  that  certainly 
exceeded  the  level  of  Iraqi  rations. 

The  food  situation  was  quite  typical  of  other  vital 
sectors,  such  as  electricity,  water,  and  health.  The  infra¬ 
structure  was  slowly  restored,  with  each  successive  team  of 
experts  reporting  a  somewhat  higher  level  of  production. 

WATER.  Regular  water  service  was  restored  in  spring 
1 991  to  Baghdad  and  in  summer  to  areas  hit  by  the  civil 
disturbances,  although  the  lack  of  .sewage  processing  in 
Basra  continued  to  pose  a  serious  public  health  threat  well 
past  the  first  anniversary  of  the  sanctions.  The  Aga  Khan 
report  stated  that  of  the  16.8  million  people  who  had  piped 
water  pre-crisis,  14.3  million  had  service  restored  at  an 


58.  Dreze  and  Gazdar,  pp.  36  and  40. 
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average  of  100  liters  per  person  per  day,  compared  to  300 
liters  pre-crisis/*'  The  international  Study  Team  report  on 
water  and  waste  water  provides  a  detailed  review  of  condi¬ 
tions  in  late  August  1991.  Overall,  water  production  was 
30  percent  to  70  percent  of  the  prewar  level.  The  best 
situation  was  in  Basra  where  water  production  was  90 
percent  of  the  prewar  level;  however.  Basra's  water  supply 
pre-crisis  was  nowhere  near  as  good  as  Baghdad's.*’"  Para¬ 
doxically,  the  high  level  of  water  output  was  a  major  factor 
in  the  sewage  flooding  in  Basra,  commented  on  by  many 
observers  (for  example,  the  Aga  Khan  report).  In  addition, 
Basra’s  fiat  topography  and  low  water  table  meant  that 
sewage  disposal  required  continuous  operation  of  pumps, 
three  out  of  four  of  which  had  suffered  from  the  frequent 
power  surges.  Outside  Basra,  sewage  disposal  was  not  a 
particular  problem,  in  part  because  geography  simplitied 
such  disposal.  By  early  1992,  water  service  was  essentially 
fully  restored. 

ELECTRICITY.  Electricity  was  available  six  to  eight  hours 
a  day  in  urban  areas  by  June  1991,  when  the  Aga  Khan 
team  was  in  Iraq.  While  only  25  percent  of  prewar  capaci¬ 
ty  was  back  in  operation,  Iraq  had  had  substantial  excess 
capacity  prewar;  the  average  load  was  about  30  percent  of 
capacity,  but  the  peak  load  in  summer  was  much  higher. 
The  July  1991  capacity  was  sufficient  to  generate  20.4 
billion  megawatt  hours  a  year  compared  to  19X9  use  of  25.6 
billion,  on  the  implausible  assumption  it  could  be  operated 


Sy.  Calculated  from  the  Iraqi  Annual  Abstracl  ofSlatisiics  /  VW);  assuming  only 
15.0  million  people.  1.6.55  billion  cubic  meters  per  year  is  TfXJ  liters  per  person 
per  day. 


60.  Basra  received  only  15  percent  as  much  piped  water  as  Baghdad  in  19X9 
(76  million  cubic  meters  compared  to  542  million),  while  Basra  h.as  fully  one- 
fourth  the  popul.ation. 
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without  shutdown.  If  run  at  full  level  (say,  90  percent  of 
the  time),  the  July  1991  capacity  was  sufficient  to  meet  the 
17.9  billion  megawatt-hour  19X9  demand  for  all  but 
industrial  purposes. 

The  Aga  Khan  report  warned  that  the  electrical  situation 
would  deteriorate  becau.se  of  heavy  demand  and  lack  of 
spare  parts.  In  fact,  exactly  the  opposite  occurred.  The 
International  Study  Team  group,  which  was  in  Iraq  in  late 
August  and  early  September  1991,  found  that  electrical 
generating  capacity  was  up  from  25  percent  earlier  to  37 
percent.  That  was  sufficient  to  meet  6X  percent  of  peak 
demand,  which  would  appear  to  mean  all  nonindustrial 
demand. 

Since  fall  1991,  electricity  has  been  available  most 
hours  each  day.  Nevertheless,  frequent  power  outages 
continued,  meaning  that  electric  refrigeration  could  not  be 
counted  on  for  perishable  foods,  which  impeded  distribu¬ 
tion,  storage  in  stores,  and  stockpiling  in  homes.  These 
problems  probably  hit  the  elite  almost  as  severely  as  the 
middle  class  and  the  poor,  as  there  is  no  sign  that  the  elite 
had  taken  such  precautions  as  installing  private  generators 
or  large  water  tanks,  which  are  common  in  countries  with 
frequent  power  or  water  outages. 

HEALTH.  Health  is  harder  to  measure  than  water,  food, 
or  electricity.  The  International  Study  Team  included  five 
physicians  (three  of  them  Arabic-speaking)  who  visited  46 
health  facilities.  The  hospitals  were  fully  staffed,  and  their 
laboratories  functioning  at  30  percent  of  the  prewar  level, 
but  could  not  perform  adequately  most  surgery  and  other 
sophisticated  medical  interventions.  The  Iraqi  Health 
Ministry  reports  that  only  7X,0X9  major  operations  were 
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pert'onned  in  IWI  compared  to  1X1,506  in  19X9/  ' 

Major  operations  are  not  the  most  effective  way  to  save 
lives  in  middle-income  countries,  however;  basic  care  is, 
and  that  evidently  was  still  available  from  the  Iraqi  medical 
system.  That  would  make  medical  care  in  Iraq  by  August 
1991  bclici  than  in  most  low-income  countries.  This 
suggests  Iraq’s  problems  do  not  necessarily  qualify  as  a 
crisis  from  the  perspective  of  the  world  community. 
Consider,  for  instance,  the  question  of  medicines.  The 
United  Nations  Development  Programme  reports,  "Between 
1.5  and  2.5  billion  people  still  have  little  or  no  regular 
access  to  essential  drugs  .  .  .  Basic  and  essential  drugs  cost 
around  $1.00  per  person"  annually.''"  By  contrast,  the  Aga 
Khan  report  cites  Iraq’s  insistence  that  it  needs  $460 
million — $2.^  per  person  in  drugs  and  medical  supplies."' 

While  this  may  be  what  Iraq  needs  to  restore  care  to 
pre-crisis  levels  (and  therefore  to  reduce  popular  anger  at 
the  deterioration  in  health  care),  it  is  not  necessarily  what 
the  international  community  needs  to  consider  as  the 
minimum  necessary  for  Iraq. 

A  detailed  study  of  infant  and  child  mortality  in  Iraq  by 
public  health  specialists,  several  from  the  Harvard  Public- 
Health  School,  concluded,'"* 


These  results  provide  strong  evidence  lh:it  the  Gull  wiu  ;uid  trade 


(SI.  Iraq  News  Aptney.  S)  March  1S)V2,  in  FBI.S.  10  March  lUy2.  p  17. 

62.  UNUl’.  Human  Ih'yt'lapnwni  Report  IWI.  p.  63. 

63.  .Aga  Khan  report,  p.  2.S, 

64.  Alherto  Ascheno.  vt  at.  -Etfcci  of  the  Gulf  War  on  Infant  and  Child 
Mortality  in  Iraq.  New  Enylimtl  Journal  of  Medieine.  vol.  327.  no.  13  (24 
Septeniher  1492).  p.  ^31. 
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simctions  caused  a  threefold  increase  in  mortality  among  Iraqi 
children  under  five  years  of  age.  We  estimate  that  an  excess  of 
more  than  46,9iK)  children  died  between  J:uiu;try  :md  Augu.st  IWl. 

The  analysis  compares  death  rates  in  each  four-month 
period  from  January  1985  through  August  1991.  Death 
rates  during  the  last  four  months  of  199(1,  when  sanctions 
were  in  effect,  did  not  increase,  but  there  had  been  no 
fighting.  That  suggests  the  increased  deaths  were  due  to 
the  war-time  damage.  Indeed,  the  authors  hypothesize  that 
the  excess  mortality  was  cau.sed  by  disruption  of  the  water 
and  sewage  systems,  by  the  degradation  of  health  services 
with  loss  of  electricity,  and  by  malnutrition — all  factors  that 
followed  the  war  but  which  were  only  penpherally  related 
to  the  sanctions.  In  short,  strong  evidence  supports  the 
authors’  claim  that  the  Gulf  war  caused  extensive  civilian 
deaths:''^ 

During  the  Gulf  war.  it  was  suggested  that  by  using  high-precision 
weapons  with  strategic  ttirgets.  the  Allied  forces  were  producing 
only  limited  damage  to  the  civilitin  population.  The  results  of  our 
study  contradict  this  claim  and  continn  that  the  casualties  of  w:ir 
extend  far  beyond  those  caused  directly  by  wtirf.'U'e. 

On  the  other  hand,  the  Iraqi  government  argues  that  "as 
a  result  of  the  blockade”  through  April  1993,  93,850 
children  five  years  of  age  and  under  and  170,888  people 
over  age  five  died.'*  Even  assuming  that  the  calculations 
of  additional  deaths  during  that  period  is  correct,  it  would 


65.  Ibid.,  p,  955. 

66.  Health  Minister  Midhat  Muhakar.  Al-Jumhuriyah  (Baghdad).  24  June  199  V 
in  FRIS.  I  July  1993.  He  refers  to  "children  over  five"  in.stead  of  "people  over 
five."  hut  similar  such  announcements  on  a  regular  ha.si,s  .suggest  he  meant  all 
those  over  five. 
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Still  be  unclear  what  proportion  was  due  to  the  sanctions 
and  what  to  ongoing  civil  strife,  such  as  the  poor  living 
conditions  for  millions  of  Kurds  and  Shiites. 

The  picture  painted  here  differs  sharply  from  the 
conventional  wisdom  portrayed  in  the  media.  Journalists 
and  many  analysts  have  systematically  overstated  the 
problems  in  Iraq.  Consider  the  conventional  wisdom  of 
mid- 1991: 

Overall,  the  American  analysts  say.  the  Iraqis  are  sirueeline 
precariously  under  a  patchwork  ol  sh(>rt-term  fixes  and  remedies 
that  will  probably  deteriorate  in  the  months  ahead  il  the  Bush 
AdminisUation  maintains  uade  sanctions."’ 


Or  the  conventional  view  of  early  1992; 

Iraqi  government  expendituiC.%  indicate  liiai  i.s  reserves  ;ue  no 
longer  adequate  to  supply  more  than  essentials,  like  food  aiul 
medicine,  to  military  forces  ;uid  key  leadership  croups.' ' 


Whether  the  conventional  wisdom  of  mid- 199.^ — that  Iraq 
has  its  back  to  the  wall  economically — is  any  more  accurate 
remains  to  be  seen.  A  New  York  Times  headline  says  "In 
Iraq,  Hunger  Wins,"  and  the  accompanying  story  cites 
FAO/WFP  calculations  that  Iraq  needs  5.4  million  tons  of 
imported  food  in  199.4.'’''  That  claim  is  a  good  example  of 
the  kind  of  analysis  that  underlies  such  portrayals  of  Iraqi 


57.  Patrick  Tyler.  New  York  iities.  t  June  IWl 
fiS.  Patrick  Tyler.  New  York  Times.  IV  JaniKiry  1V92. 

59.  Paul  Lewis,  Ne»-  York  Times.  21  July  199  J.  Lewis  refers  to  the  esliinate 
as  hemp  from  the  World  Health  Orpanizalion;  il  was  produced  hy  a  FAOAVFP 
Crop  and  Food  Supply  Assecsinent  Mission  which  visited  Iraq  14  throuph  2X 
June  199T. 
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desperation.  Iraqis  in  19X4  were  able  to  have  a  more  than 
ample  diet  while  consuming  only  .^.5  million  tons  ot 
imported  food.  These  imports  provided  70  percent  of  their 
total  calories.  A  5.4-million-ton  need  is  ridiculous. 

In  fact,  by  the  end  of  first  year  of  sanctions,  the  Iraqi 
economy  had  stabilized  at  a  low  standard  of  living.  The 
standard  was  not  only  sufficient  to  sustain  human  life;  it 
was  probably  as  good  as  the  average  for  human  life  on  our 
planet  today.  The  evidence  is  consistent  with  the  view  that 
the  main  source  of  economic  damage  was  the  war.  not  the 
sanctions.  Furthermore,  it  would  appear  that  the  effect  of 
the  postwar  sanctions  has  been  to  slow  recovery,  not  to 
cause  additional  deterioration. 

Political  Effects  of  the  Reduced  Living  Standards 

Direct  evidence  is  scant  on  how  Iraqis  are  reacting  to  the 
privation  caused  by  the  sanctions.  The  standard  of  living 
in  Iraq  is  now  at  levels  that  Americans  would  find  so  intol¬ 
erable  as  to  lead  to  open  revolt.  But  Iraqis  would  not 
necessarily  react  the  same  way.  Iraq's  living  standard  is 
about  where  it  was  in  195X  at  the  overthrow  of  the  monar¬ 
chy.  Furthermore,  the  1992-93  Iraqi  living  standard  is 
around  the  level  in  Egypt,  which  was  historically  a  refer¬ 
ence  point  for  Iraqis.  Iraqis  may  therefore  view  their 
present  privation  as  an  unfortunate  return  to  the  past,  rather 
than  as  an  unparalleled  disaster.  The  extent  of  the  Iraqi 
population’s  willingness  to  undergo  such  privation  is  quite 
unknown.  Of  course,  the  Iraqi  population  probably  also 
compares  its  1992-93  standard  of  living  to  what  they  had 
pre-crisis  or,  even  more  tellingly,  to  their  hopes  and  dreams 
during  that  brief  moment  of  peace  between  August  19XX 
and  August  1990. 

Tough  times  have  undoubtedly  aroused  rage  in  Iraq, 
but  at  whom  is  it  directed?  The  Iraqi  government  has  tried 
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hard  to  direct  the  anger  against  the  West.  Iraqi  propaganda 
constantly  repeats  that  the  sanctions  were  designed  to  get 
Iraq  out  of  Kuwait  and  Iraq  is  now  out  of  Kuwait,  so  the 
sanctions  accomplished  their  announced  purpose  and  are 
now  being  maintained  only  to  make  Iraqis  suffer.  I'he  state 
of  Iraqi  public  opinion  is  impossible  to  kiinw.  as  should  be 
clear  after  the  civil  war  of  March  and  .\pril  Iddl  which 
erupted  against  the  expectations  of  every  I  S.  obseiser. 
Nevertheless,  to  the  extent  that  visitors  can  judge,  the  Iraqi 
regime's  propaganda  campaign  to  blame  the  West  for  the 
recent  suffering  inside  Iraq  seems  to  have  had  some 
success.  To  be  sure,  Iraqis  appear  to  recognize  Saddam's 
decision  to  invade  Kuwait  as  a  monuinenial  error.  Never¬ 
theless,  outside  observers  have  not  seen  ev  idence  -street 
graffiti,  popular  jokes,  spontaneous  demonstra¬ 
tions — blaming  Saddam's  postwar  policies  for  the  shortages. 

Another  factor  militating  against  a  change  of  goveni- 
ment  is  that  the  hardest  hit  group  has  been  the  middle 
class — the  Id  percent  below  the  elite  I  percent  and  above 
the  lower  Sd  percent,  l.ailike  the  elite,  they  have  little 
access  to  imported  niceties;  unlike  the  lower  Xd  percent,  the 
rations  do  not  begin  to  provide  them  with  a  diet  as  varied 
and  tasty  as  they  expect.  The  middle  class  is  in  the 
depressing  situation  of  seeing  the  shops  full  but  lacking  the 
income  to  buy.  It  is  hard  to  mobilize  the  middle  class  for 
change;  it  cannot  lead  a  coup  and  has  neither  the  numbers 
nor  the  inclination  to  engage  in  street  fighting  in  a  popular 
rebellion.  In  addition,  the  middle  class  is  disproportionately 
Sunni  Arab  and  therefore  inclined  to  support  Saddam  for 
ethnic  rea.sons.  Emigration  is  the  one  safety  valve  of  the 
middle  class,  an  option  that  quite  a  number  have  taken  or 
are  trying  to  take. 

Another  imponderable  is  the  political  effect  of  the 
dependence  on  rations  from  the  government.  The  rations 
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cost  a  tamily  ot  six  24  dinars  a  month,  while  buying  the 
same  food  on  the  tree  market  would  cost  about  dinars 
a  month.  The  implicit  value  of  the  rations  is  therefore  3.47S 
dinars  a  month  (the  gap  between  the  free  market  price  and 
the  ration  cost).  The  implicit  value  of  the  rations  exceeds  by 
a  large  margin  the  salary  of  an  unskilled  laborer  (25ti  dinars 
a  month)  or  even  of  a  general  (2.4{)()  dinars  a  month). 

4  Financing  Imports 

Iraq's  potential  sources  of  foreign  exchange  earnings 
depend  upon  how  strictly  the  sanctions  are  implemented 
and  w  hether  Saddam  cooperates  with  the  I  l.N. -mandated  oil 
sales.  If  enforcement  is  lax — if  current  trends  contin¬ 
ue — Iraq  will  be  able  U)  finance  about  S2  billion  a  year  in 
imports.  The  many  sources  of  this  financing  come  front 
exploiting  loopholes  in  the  sanctions  as  actually  applied  and 
frotn  smuggling  across  hard-to-poiice  borders.  Of  course, 
any  such  estimate  is  tremendously  uncertain. 

Oil  Sales 

LI.S.  government  sources  claim  Jordan  is  importing  only 
5.S,()()(I  barrels  a  day  (b/d),  the  official  Jordanian  figure  for 
its  crude  oil  imports  from  Iraq.  "  Petroleum  industry  and 
Middle  East  sources  agree  that  Jordan  is  importing  .Sd.OOO 
b/d  of  crude  from  Iraq  and  2(),(K)()  to  25.(KK)  b/d  of  fuel  oil. 
One  oil  industry  source  stated  in  1W2.  however,  that  crude 
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plus  refined  product  total  was  150,()0(>  h/d.  '  A  conservative 
valuation  of  the  oil  would  be  60,0(10  barrels  a  day  at  Si 5 
each,  or  S330  million.  A  more  generous  estimate  would  be 
SO.OOO  barrels  a  day  at  $16  each,  or  .$465  million. 

When  Jordan  notified  the  sanctions  committee  in  June 
1991  of  its  intention  to  import  the  oil.  Jordan  stated  that  the 
funds  would  be  used  only  to  repay  Iraq’s  debt  to  Jordan. 
On  this  basis,  the  sanctions  committee  "took  note  "  of 
Jordan's  declaration,  without  expressing  approval  or 
disapproval.  However,  Jordan  evidently  made  no  commit¬ 
ments  about  refraining  from  new  loans  to  Iraq.  While  some 
in  the  Is.S.  government  interpret  the  I'.N  sanctions  to 
forbid  new  loans,  that  would  not  seem  to  be  the  inter¬ 
pretation  common  in  other  countries,  including  Jordan. 
Therefore,  Jordan  can  comply  with  the  letter  of  the  sanc¬ 
tions  while  violating  the  spirit;  it  can  import  Iraqi  oil  to 
repay  old  Iraqi  debts  while  extending  new  loans  to  Iraq,  in 
a  transaction  that  amounts  to  the  same  thing  as  paying  Iraq 
directly  for  the  oil. 

The  respected  oil  industry  newsletter  Fcnoleuni  Intclli- 
ge/n  c  Weekly  reported  in  1992,  ".Syria  has  unexplained 
v  olumes  of  up  to  40. ()()()  b/d  of  crude.  A  2-month  search 
by  PIW  has  established  that  some  amount  of  crude  has  been 
transported  frimi  Irao  to  Jordan  to  Syria  by  Amman 
(Treking)  Resources."’"  However,  there  are  doubts  about 
this  report.  Exports  to  Syria  would  have  to  be  by  truck — a 
long  and  expensive  route — as  there  is  no  evidence  that  the 
long-shut  pipeline  from  Iraij  has  been  reopened. 
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"Senior  I'.S.  officials"  complained  to  the  Washiiii;rt>ii 
Post  in  March  Idd3  that  Iran  had  imported  oil  from  Iraq. 
The  amounts  involved  appear  to  have  been  small,  as  the 
reports  spoke  of  dozens  of  tanker  trucks  per  day.  However, 
there  v\ere  said  to  have  been  periodic  discussions  between 
Baghdad  and  Tehran  about  a  larger  deal.  It  would  be  easy 
to  transport  oil  between  Iraq  and  Iran,  as  the  two  have 
pipelines  that  come  w'ithin  ten  miles  of  each  other  at  two 
points,  at  the  Shatt-al-Arab  river  or  in  the  centra)  zone 
between  Naft-e  Shah  and  Naft  Khaneh. 

Press  reports  confirm  travellers'  tales  that  substantial 
amounts  of  Iraqi  oil  are  imported  into  Turkey,’"'  to  take 
advantage  of  a  S2.20  per  gallon  price  differential  that 
results  from  heavy  Turkish  ta.xation  and  large  Iraqi  subsi¬ 
dies  (especially  as  the  oil  is  paid  for  with  currency  ex¬ 
changer)  at  tite  black  market  rale}.  The  r  oluine  of  the  trade 
fluctuates.  In  1991,  Agence  France-Presse  cited  U.N. 
officials  in  Baghdad  who  estimated  the  trade  at  bOO  tankers 
a  day,  each  carrying  .SO  barrels,  plus  what  regular  cargo 
trucks  carry  in  extra  tanks.'^  By  comparison,  the  pre-crisis 
trade  was  20,0()0  barrels  a  day.  A  conservative  estimate  of 
the  oil  revenue  would  be  3,,S(I0  barrels  a  day  at  Sib  each, 
or  $20  tnillion.  A  more  generous  estimate  would  be  b.OOO 
barrels  at  Sib  each,  or  S3.S  million. 
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Gold  Sales 

The  stock  of  gold  jewelry  in  Iraq  pre-crisis  was  at  least  $1 
billion  and  possibly  $3  billion,  that  is,  100  to  300  tons  of 
gold.  This  estimate  is  based  on  data  from  the  industry 
standard  source.  Gold  Field  Mineral  Services  of  London. ’'■ 
Its  reference  work  reports  that  42  tons  of  gold  were 
imported  into  Iraq,  Syria,  and  Jordan  for  jewelry  fabrication 
between  10X1  and  19X4,  evidently  almost  all  for  Iraq.  In 
addition,  Iraqis  held  large  amounts  of  jewelry  manufactured 
elsewhere  or  bought  before  19X1.  (After  19X4,  with  the 
economic  downturn  in  Iraq,  little  gold  seems  to  have 
entered  the  country.)  From  the  scrap  gold  purchased  by 
jewelers  in  Iraq,  Syria,  and  Jordan — which  averages  10  tons 
a  year — it  would  seem  that  the  gold  stock  is  at  least  200 
tons,  at  lea.st  half  of  it  in  Iraq.  By  way  of  comparison,  the 
usual  figure  for  world  holdings  of  jewelry  is  30,000  tons,  of 
which  3,000  tons  are  said  to  be  in  Turkey. 

The  Iraqi  Central  Bank  reported  for  many  years,  until  it 
classified  its  holdings  secret,  that  Iraq  had  130  tons  of  gold, 
worth  about  ,$1.3  billion. During  the  war  with  Iran, 
Baghdad  launched  drives  to  collect  gold  jewelry,  which 
suggests  possible  gold  sales.  On  the  other  hand,  it  was 
credibly  reported  that  the  gold  so  collected  was  used  to  gild 
the  Presidential  Palace.  It  is  not  known  how  much  of  the 
government's  gold  was  held  in  Iraq  and  how  much  was 
stored  abroad  and  therefore  possibly  frozen  by  the  U.N. 
.sanctions. 

The  stock  of  gold  jewelry  in  Kuwait  pre-crisis  was  at 
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least  S2  billion  and  possibly  as  much  as  the  $4  billion 
estimated  by  the  Economist  Intelligence  Unit,^**  that  is,  40(1 
tons  to  200  tons.  Some  substantial  portion  ended  up  in 
Iraq,  either  through  seizure  by  individual  soldiers  or  through 
sale  by  Kuwaitis  who  needed  money  for  living  expenses 
during  the  crisis.  This  excludes  the  Kuwaiti  official  gold 
reserves,  which  were  returned  to  Kuwait  after  the  war. 

In  short,  excluding  the  official  Kuwaiti  gold  later 
returned  to  Kuwait,  the  gold  stock  (government  plus 
private)  in  Iraq  in  fall  1901  was  somewhere  between  100 
and  700  ton.s,  worth  between  $1  billion  and  $7  billion. 

Anecdotal  evidence  sugge.sts  that  Iraqis  may  be  selling 
gold  from  jewelry  and  small  private  stocks,  as  they  have 
long  done  when  times  are  tough.  The  scrap  gold  sales  for 
Iraq,  Syria,  and  Jordan  which  had  averaged  10  tons  in  th 
lOXOs  reached  27.5  tons  in  1990  and  34.3  tons  (worth  about 
$350  million)  in  199 (.^‘^  Iraqis  would  have  little  difficulty 
selling  such  amounts  of  gold,  given  the  large  scrap  markets 
in  neighboring  countries:  the  1991  purchases  were  104.5 
tons  in  Turkey,  137.6  ton.s  in  Arabian  Peninsula  states,  and 
43.0  tons  in  Iran. 

Iraq  has  also  sold  some  of  its  official  gold  to  pay  for 
humanitarian  imports.  The  Australian  central  bank  (the 
Reserve  Bank)  reported  that  10  tons,  worth  $10X  million, 
were  handed  over  to  it  to  pay  for  900,000  tons  of  wheat.^" 
Jordanian  Finance  Minister  Basil  Jardaneh  conhrms  he 
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approved  the  purchase  of  "something  like  $10  million"  in 
gold  by  that  country’s  Housing  Bank  in  1092. 

Gold  sales  could  provide  Iraq  as  much  as  $250  million 
a  year.  At  this  rate,  the  gold  would  last  4  to  2X  years. 

Reexports  from  Kuwait 

The  automobiles  taken  from  Kuwait  could  well  have  a 
value  of  $100  million,  as  discu.s.sed  earlier.  If  the  cars  were 
reexported  from  Iraq,  registration  formalities  would  not 
seem  to  be  a  problem  in  such  nearby  countries  as  Lebanon 
or  Iran. 

Many  items  other  than  cars  were  taken  from  Kuwait. 
Some  of  the  more  readily  saleable  items  would  be  consum¬ 
er  durables  such  as  VCRs  or  televisions  and  construction 
materials  and  equipment.  While  any  such  figure  is  specula¬ 
tive,  the  value  of  goods  taken  from  Kuwait — discounted  for 
the  damage  done  while  removing  them — may  well  have 
been  a  billion  dollars. 

To  cite  a  November  1991  Reuters  report  about  rings  of 
thieves  in  Baghdad,  "luxury  saloons  Icars]  were  fetching  up 
to  $30. ()()()  when  sold  in  Iran,  and  the  cars  were  often 
driven  to  the  border  filled  with  stolen  electronic  cable,  steel 
wire,  and  goods  looted  from  Kuwait.”*" 

The  reexports  from  Kuwait  may  have  provided  $100 
million  on  average  in  each  of  the  three  first  years  of 
sanctions,  but  they  would  now  be  tapering  off. 

Other  Exports 

Iraq  is  known  to  have  exported  dates.  USD  A  sources 
estimate  that  the  value  may  have  been  as  high  as  $X() 
million,  thanks  to  improved  packaging  and  grading,  Iraq 
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has  also  exported  via  Jordan  urea  and  sulphur,  as  well  as 
refined  petroleum  products  for  Lebanon.**' 

Iraq  is  reliably  reported  to  have  exported  used  construc- 
tion  equipment  and  the  like  to  Iran.  To  quote  Peter 
Galbraith, 

In  Haj  Oinran,  within  a  mile  of  the  border  itself  sits  one  of  the 
Itirgest  collections  of  construction  :ind  ciUthmoving  equipment  in 
the  world.  In  a  sht>ri  period  of  lime  I  s;iw  more  than  .^0  large 
bulldozers,  at  least  7  giant  enmes,  steam  shovels,  ;ind  hundreds  of 
big  dump  trucks.  The  equipment,  mtinufaclured  by  Volvo. 
Komatsu,  Calerpilhir,  ;ind  Kawastiki  looks  to  be  in  g(K>d  condition, 
Piirked  along  the  rotid  leading  to  the  border  were  trucks  loaded 
down  with  machinery.  The  Kurds  explained  th:ii  whole  lactories 
were  tunong  the  contntband  wttiting  to  cross  into  Irtin.  From  the 
evidence  at  H;ij  Omran,  it  is  clear  that  Iraq  is  exporting  its 
infnistructure  to  Iran  :it  fire  stde  prices.**' 

Iraq  had  a  large  stock  of  such  equipment  from  the  many 
projects  underway  in  the  aftermath  of  the  Iran-lraq  war. 
The  demand  for  such  equipment  is  strong  in  Iran  since  that 
country  is  in  the  midst  of  a  construction  boom.  Monthly 
sales  in  the  millions  of  dollars  are  eminently  plausible. 

Continuing  Iraqi  exports  to  Gulf  countries  of  sheep, 
personal  weapons  from  the  ample  Iraqi  stock,  and  consum¬ 
er  durables  have  been  reported.  In  July  1991,  Paul  Lewis 
wrote,  "When  Prince  Sadruddin  Aga  Khan's  team  was 
investigating  the  plight  of  Iraqis  under  sanctions  this  month 
[Julyl,  some  of  its  members  found  that  many  goods  sold  in 
distress  were  being  shipped  to  Iran  and  Saudi  Arabia,  to  be 
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resold  for  dollars."*^  No  estimate  is  possible  of  the  amounts 
involved. 

Iraq  may  be  able  to  export  nonoil  products  worth  $100- 
$250  million  a  year,  excluding  reexports  from  Kuwait.  The 
exports  are  likely  to  rise  through  time. 

Use  of  Bank  Accounts 

The  U.N.  sanctions  committee  in  1991  authorized  govern¬ 
ments  to  release  bank  funds  to  hnance  humanitarian 
imports.  A  list  of  $3,755  million  in  bank  funds  at  end- 
March  1991  was  provided  by  Iraq  to  the  United  Nations.^" 
Most  governments  freezing  funds  did  not  agreed  to  a 
blanket  release  of  such  funds,  but  Iraq  seems  to  have 
gained  access  to  the  $72  million  in  Yemen  and  Jordan.  The 
British  government  agreed  to  release  $125  million  (70 
million  pounds  sterling)  of  the  $53X  million  frozen  there  in 
association  with  the  release  of  a  Briton  held  on  corruption 
charges  dating  from  well  before  the  crisis.^'  Reports 
suggest  that  Canada  and  some  north  European  governments 
also  released  tens  of  millions  of  dollars  of  the  $  1 ,22S 
million  held  in  Europe  outside  the  United  Kingdom.^"'  There 
are  no  indications  that  the  United  States  released  any  of  the 
$1,415  inillion  it  froze. 

On  2  October  1992,  the  Security  Council  approved 
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Resolution  77X  authorizing  states  to  release  the  sales 
proceeds  on  Iraqi  petroleum  shipped  before  2  August  19^0 
but  not  yet  paid  for  at  that  time.  Including  amounts  in  bank 
accounts  in  Western  nations  and  also  unsold  crude  oil  in 
storage  in  Turkey  and  Saudi  Arabia,  the  total  available  was 
estimated  at  $500  million  to  $1  billion.’"^  Each  state  was 
asked  to  authorize  release  of  up  to  $200  million  if  it  had 
that  much.  The  United  States  has  authorized  the  release  of 
the  full  $200  million. 

The  funds  released  under  Resolution  77X  were  to  go 
only  to  a  U.N.  escrow  account  for  humanitarian  relief.  This 
account  was  authorized  by  Security  Resolution  712.  passed 
on  19  September  1991.  which  "confirms  that  funds  contrib¬ 
uted  from  other  sources  may  if  desired,  in  accordance  with 
|the  oil  sales  resolution),  be  deposited  into  the  escrow 
account  as  a  sub-account  and  be  immediately  available  to 
meet  Iraq’s  humanitarian  needs  ,  .  .  without  any  of  the 
obligatory  deductions  and  administrative  costs  ..."  The 
account  has  never  been  activated  because  of  Iraqi  disinterest 
and  U.N.  bureaucracy. 

Resolution  77X  also  provided  in  paragraph  1 1  that  "no 
further  Iraqi  assets  shall  be  released"  except  to  the  escrow 
account  for  humanitarian  relief.  That  means  that  govern¬ 
ments  were  no  longer  authorized  to  release  frozen  bank 
assets.  It  also  applied  to  the  Bank  for  International  Settle¬ 
ments  (BIS),  a  clearing  bank  owned  by  the  world’s  largest 
central  banks,  which  holds  $.^()()  million  in  Iraqi  assets.^'’ 


75.  Paul  Lewis.  "U.N.  0»uncil  Voles  u»  Use  Iraqi  Assets  Frozen  Ahroad. '  Mnv 
Ytirk  linu'S.  October  1^92. 

76.  Thomas  I’lckenn^,  U.S.  Ambassador  l(»  the  United  Nations,  Testimony 
Before  the  House  Foreign  Affairs  Siibi.oinmittees  on  Human  Rights  and 
International  Organizations.  |()2d  Cong..  1st  Scss.,  21  October  IWl.  The  Iraqi 
position  on  the  Bank  for  International  Settlements  funds  was  described  in  an 


PATRICK  CUWSON  57 


Iraq  has  consistently  objected  to  the  release  of  the  BIS 
funds  into  any  escrow  account.  In  short,  Iraq  was  able  to 
secure  several  hundred  million  dollars  from  its  frozen  bank 
accounts  with  IJ.N.  approval  in  1991-92,  but  further  use  of 
such  accounts  is  more  problematic. 

Rumors  abound  about  large,  undeclared  Iraqi  bank 
accounts  abroad.  Richard  Newcomb,  director  of  the 
Treasury  Department’s  Office  of  Foreign  .Assets  Control, 
states  a  common  view  that  such  accounts  exist  (and 
implicitly  are  of  considerable  size);^’ 


It  is  my  helifi,  ;iniJ  an  oporatin}!  ;Ls.-»umpiii)n  ot  the  U.S.  Treasury, 
that  through  secret  accounts  and  investments,  covert  Iraqi  Iront 
compiinies  and  chindestinc  agents  of  his  regime,  Saddtun  Hussein 
is  tittempting  to  sustain  and  pnriifentte  his  tinrls  for  disregtirding  the 
U.N.  emhiirgo. 


The  search  for  hidden  bank  accounts  has  been  conduct¬ 
ed  primarily  by  the  I'.S.  government  and  the  New  York 
investigative  firm  of  Jules  Kroll,  under  contract  to  the 
Kuwaiti  government,^''  There  is  remarkably  little  evidence 
that  these  searches  have  been  productive:  the  amounts 
positively  identihed  (as  distinct  from  claimed)  have  been 
vastly  less  than  the  rumored  hoards.  A  \Vashiii!>(on  Post 
headline  thus  summarized  the  search,  "No  Pot  of  Gold  jhas 
been  I  Found  in  Ongoing  Hunt  for  Secret  Iraqi  Assets. 


Ir;u|  News  .Agency  account.  20  (Ktuher  IW2.  in  FBI.S.  22  ^)ctobcr  !yy2. 

77.  EJ  Rlanchc.  Assffcialcil  Press.  Hussein  may  lx*  usin^  up  wealth." 
rhiladt'lphiti  huiuinr.  2(t  July  1W2. 

7X..  Krtill  has  also  mvcslij:ale<.l  ro|x)iied  secret  holdings  oT  others,  such  as  the 
Shah  ol  Iran,  Ferdinand  M;ircos.  and  the  Uuvuliers 


79.  iXivid  Ignatius.  "No  Pot  Gold." 
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Loans  and  Grants 

Libya  exported  to  Iraq  food  aid  with  a  value  of  perhaps  $5 
million  a  month  beginning  in  April  IWl.  Yemen  has  also 
sent  small  amounts  of  aid.  Ouasi-governmental  Iranian 
organizations  appear  to  have  sent  some  aid  to  the  south. 

The  U.N.  system  agencies  reported  in  January  1992  that 
they  have  spent  a  total  of  1>97  million  in  Iraq  in  calendar 
year  1991  for  emergency  relief,  exclusive  of  the  U.N. 
guards,  arms  monitoring  programs,  and  refugee  assistance.'" 
(The  largest  source  of  financing  for  this  relief  was  $.J2 
million  from  the  U.S.  government  to  the  World  Food 
Programme).  U.N.  financing  was  less  in  1992  and  is  likely 
to  fall  steadily,  given  the  number  of  humanitarian  crises  in 
the  world  and  the  U.N.  system’s  continuing  financial 
problems. 

The  United  States  reports  it  spent  about  $460  million  on 
Operation  Provide  Oomfort  tc  aid  Kurds  in  1991.  The 
amount  of  U.S.  aid  was  sharply  lower  in  1992  and  is  likely 
to  continue  to  decline.  Furthermore,  a  GAO  source 
suggests  that  the  value  of  goods  received  in  1991  was 
closer  to  SI 00  million  than  the  $460  million  spent,  for 
several  reasons,  including; 

□  Excess  goods,  like  the  Meals  Ready  to  hat  (MRE), 
were  valued  at  purchase  cost,  rather  than  at  their  much 
lower  market  value. 

□  Much  of  the  cost  went  for  U.S.  personnel. 

□  The  transport  charge  •.  were  heavy,  especially  since  they 


so.  UNURO  Fmanttal  Kc[n>rl  FH.  t  January  I9V2 
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included  substantial  capital  charges  for  the  depreciation  of 
the  planes  used  in  transport. 

A  GAO  source  suggests  that  the  value  of  goods  received  in 
Uiyi  was  closer  to  SI (10  million  than  the  S460  million 
spent. 

A  number  of  other  industrial  nation  governments  have 
sent  aid  to  Iraq.  For  instance,  the  European  Community 
granted  Sib  million  for  aid  to  Iraq  in  July  IW.^.**'  On  the 
basis  of  fragmentary  evidence,  "other"  aid  is  at  least  S50 
million  a  year. 

Private  voluntary  organizations  may  have  spent  some 
tens  of  millions  of  their  own  funds  in  1091,  in  addition  to 
the  government-financed  aid  they  administered.  Such  aid 
is  unlikely  to  be  appreciable,  given  Saddam's  restrictions  on 
su<  h  oruaniz.atinns'  activities  and  given  the  competing 
needs  elsewhere. 

Some  traders  are  rumored  to  have  extended  loans  to 
Iraq.  The  motivations  may  have  been  partly  political  but 
largely  commercial,  since  Iraq  may  well  be  inclined  to  be 
generous  in  the  future  to  donors  of  aid  in  its  hour  of  need. 
For  instance,  the  Wall  Street  Journal  quoted  U.N.  officials. 
Western  businessmen,  and  knowledgeable  Iraqis  to  the 
effect  that  Western  firms,  including  oil  companies,  had  been 
shipping  goods  to  Iraq,  sometimes  as  a  gift,  with  the 
expectation  (encouraged  by  Iraqi  officials)  that  they  would 
profit  after  the  embargo  was  lifted.***  Furthermore,  traders 
may  have  unloaded  on  Iraq  goods  they  could  not  sell 
elsewhere  at  a  simila.  price  and  so  might  otherwise  have 


SI.  .Alienee  Franee  I’resse.  in  FBIS.  <0  July  IWT. 


S2  I’eter  Waldman.  "European  Finns  Are  Lining  Up  lor  Iraqi  Oil."  Wall  SinTi 
Journal.  29  Janu.ary  I'WV 
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warehoused,  for  example,  Vietnamese  rice  shipped  to  repay 
old  debts."’ 

5  Alternative  Scenarios  for  the  Mid-1990s 

The  principal  alternative  scenarios  to  the  continuation  of 
present  trends  would  be  either  fuller  implementation  of 
sanctions  or  Saddam’s  agreeing  to  the  U.N. -mandated  oil 
sales. 

Full  Sanctions 

An  alternative  scenario  would  be  for  tighter  implementation 
of  the  sanctions.  Six  steps  to  reduce  Iraq’s  access  to 
I  foreign  exchange  would  be; 

□  Iraq  is  blocked  from  ^aittin^  access  to  the  income  from  i 

any  oil  exported  to  Jordan.  That  is,  either  Jordan  is 

induced  to  stop  importing  oil  from  Iraq  (for  example,  by  an  < 

offer  of  low-cost  oil  from  another  source)  or  Jordan  is  ' 

persuaded  to  deny  Iraq  access  to  the  oil  income.  Either 
step  would  require  an  end  to  the  current  Jordanian  practice 
of  using  the  oil  income  to  repay  Iraq’s  debt  to  Jordan  while 
simultaneously  extending  new  loans  to  Iraq. 

□  Iraq's  oil  exports  to  Turkey  and  Iran  are  slowed  or 
stopped.  However,  the  Turkish  government  may  not  be 
able  to  do  much  more  in  this  regard.  It  already  has  a  sub¬ 
stantial  incentive  to  prevent  such  trade,  because  it  lo.ses  the 

j  considerable  tax  revenue  consumers  would  otherwise  pay  on 

oil  products  bought  through  Turkish  channels.  Nor  is  it 
clear  how  vigorously  Western  governments  would  protest 


83.  Janies  Whiltinglnn.  "Sanctions  and  missiles  fail  to  shift  Saddam."  Firuim  ial 
Tinu’s.  1  July  1993. 
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Iranian  oil  purchases  from  Iraq. 

□  Iraqi  nonoil  exports  to  Turkey,  Jordan,  and  Iran  are 
prohibited — principally  dates,  used  construction  equipment 
and  vehicles,  and  some  mineral  products.  These  countries 
now  permit  the  entry  of  merchandise  worth  millions  of 
dollars  a  week. 

□  Iraqis  receive  little  if  any  additional  an  ess  to  their 
frozen  foreign  hank  accounts.  No  more  lar^e  releases  are 
made  like  the  British  unfreezing  of  $12.^  million  in  No¬ 
vember  IWl. 

□  Iraq  is  impeded  front  arran,i>ini>  more  loans  and  aid 
from  governments  such  as  Libya.  The  impediment  could 
come  from  pressure  on  governments  and/or  from  com¬ 
plications  in  receiving  IJ.N.  permission  to  import  gooils 
financed  by  such  loans  and  aid. 

O  Iraq  receives  less  assistance  from  charitaii/e  oryaniztt- 
tions.  The  Iraqi  government  may  itself  reduce  cooperation 
with  these  organization,  as  has  been  hinted  by  the  Minister 
of  Health,  to  limit  foreigners’  access  to  Iraqi  citizens  anti 
to  reinforce  governmental  control  over  its  citizens'  food 
supplies. 

With  the  political  will  to  do  so,  Iraq's  hard  currency 
earnings  could  technically  be  reduced  to  about  $1  billion 
dollars  a  year.  Iraq  would  then  have  enough  to  import  basic- 
necessities  but  nothing  else.  Either  Baghdad  would  have  to 
devote  essentially  all  foreign  exchange  earnings  to  import¬ 
ing  basic  necessities  or,  if  .Saddam  insisted  on  retaining 
significant  sums  for  his  military  and  for  elite  consumption, 
Baghdad  would  have  to  reduce  the  ordinary  Iraqi’s  diet  so 
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much  that  popular  dissatisfaction  could  be  intense. 

The  barriers  to  tightening  sanctions  are  both  political 
and  technical.  Even  with  the  toughest  political  will  in  the 
world,  Iraq  could  still  earn  at  least  $50U  million  a  year  from 
gold  sales  and  smuggling  (much  of  it  used  equipment  and 
consumer  durables  like  automobiles).  The  trade  in  old  gold 
jewelry  and  the  smuggling  routes  are  centuries  old;  it  is 
unrealistic  to  anticipate  that  the  governments  of  Turkey  and 
Iran  could  stop  it  entirely  no  matter  what  they  did. 

Furthermore,  few  circumstances  are  conceivable  under 
which  Iraq  would  be  denied  assistance  from  humanitarian 
agencies,  both  private  and  U.N. -related.  If  Iraq  were  in  dire 
circumstances,  this  assistance  would  increase  to  at  least 
$300  million  a  year.  Indeed,  it  is  hard  to  envisage  Iraq’s 
foreign  exchange  resources  dropping  below  $1  billion  a 
year. 

Under  this  scenario,  the  Iraqi  diet  would  be  tight  unless 
domestic  food  output  increased  noticeably.  Such  an 
increase  is  not  anticipated.  Medical  care  would  be  more 
like  that  in  the  poor  countries  where  most  of  humanity 
lives.  In  other  words,  most  people  would  receive  only 
basic  public  health  and  the  most  cost-effective  of  life¬ 
saving  drugs;  sophisticated  medical  interventions  would  be 
reserved  for  a  small  elite.  If  medicines  were  rationed  well, 
the  increa.se  in  mortality  could  be  quite  limited.  If  the 
government  attempted  to  maintain  the  old  system  of 
advanced  medical  care,  resources  w'ould  be  insufficient  to 
provide  most  Iraqis  even  the  most  basic  health  care,  and  the 
death  rate  could  soar. 

The  change  from  the  base  case  would  depend  upon 
which  policies  the  Iraqi  government  adopted.  If  Baghdad 
maintained  its  system  of  relatively  egalitarian  food  distribu¬ 
tion,  the  principal  difference  from  the  base  case  would  be 
that  the  middle  class  and  all  but  a  handful  of  the  very  top 
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elite  v\tuild  have  theii  >iiet  iviliiced  ti>  the  same  pimi  level 
that  the  Iduer  classes  already  experience.  On  the  lUhei 
hand,  it  the  eovermnent  cut  hack  on  rations  to  preserve  the 
privileges  of  the  elite,  the  mass  of  Iraqis  would  hud  iheii 
diet  cut  below  sustenance,  hauler  such  circumstances,  the 
political  reaction  could  he  fierce. 

I  nder  this  sciaiaiio,  a  key  piohlem  for  the  eovernnuei 
wouki  he  how  to  tmance  the  rations.  I.ittle  of  the  teneien 
exchange  under  this  scenario  would  be  under  government 
control:  du>  inifiorts  would  he  largelv  tinaiiced  by  either  aid 
organizations  nr  the  private  sectivr.  .-\s  a  result,  the  Iraqi 
government  would  earn  little  revenue  trom  the  sale  ol 
imports,  'fhe  government  would  have  little  alteitiative  hut 
to  create  money  to  pay  its  hills.  Baghdad  could  well  he 
forced  to  increase  the  money  supply  at  more  than  Idd 
percetit  a  year,  at  a  serious  risk  of  hyperintlation.  .Alreatly. 
the  regime  has  unnouiKcd  stiff  penall)  w  for  merchants  who 
refuse  to  accept  dinars,  .^t  the  same  time,  the  shortage  of 
tdreigti  exchange  w  ill  cause  the  black  market  exchange  rate 
to  soar- -  another  tactor  that  will  kcal  Iraqis  to  shun  dinars. 
The  diiKti  tnight  well  cease  to  lunction  as  money. 

The  decay  of  central  government  control  is  inevitable 
uiuler  this  scetiario.  Baghdad  will  not  have  goods  to  hand 
out  or  even  to  sell.  The  government  would  face  serious 
decay  in  public  morale.  However,  it  is  by  no  means  clear 
that  the  dire  economic  situation  would  turn  into  anti- 
Saddam  popular  rebellions.  I'he  initi.d  impulse  is  more 
likely  to  be  individual  antisocial  actions,  such  as  an  intensi- 
hcation  of  the  crime  wave  already  under  way.  buither- 
more.  Saddam  may  be  able  to  channel  much  of  the  popular 
anger  into  fury  at  the  I  .N.  coalition,  not  his  regime.  Alter 
th.'  bitter  expercmces  of  the  March -.April  1991  rebellions, 
it  IS  by  no  means  clear  that  ttie  Shiites  would  take  up  arms 
so  soon  again  in  a  popular  rebellion  against  Saddam.  And 
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the  Kurdish  response  might  be  to  widen  the  gap  between 
the  areas  they  control  and  the  rest  of  Iraq,  without  challeng¬ 
ing  Saddam's  power  in  Baghdad.  In  other  words,  it  would 
be  imprudent  to  assume  that  the  toughest  sanctions  would 
lead  to  Saddam's  overthrow  in  the  short  term. 

Oil  Sales 

it  Saddam  feels  a  need  for  additional  foreign  e.xchange.  he 
always  has  a  ready  route  to  an  extra  Si  billion.  I'nder 
Resolution  706  of  August  IWl.  the  Security  Council  has 
authorized  the  sale  of  up  to  .SI. 6  billion  of  Iraqi  oil  over  a 
six-month  period,  subject  to  deductions  for  reparations,  the 
cost  of  U.N.  operations  in  Iraq,  and  an  amount  withheld  to 
provide  aid  for  those  living  in  areas  outside  Baghdad's 
control.*^  As  mandated  by  the  Council,  the  Secretary- 
General  calculated  those  deductions  as  $4X0  million  for 
reparations,  $121,.^  million  for  U.N.  expenses  in  Iraq,  and 
$6.0  million  for  aid  to  those  outside  Baghdad's  control.  That 
leaves  $9.7.7.?  million  for  Saddam.  In  other  words.  Saddam 
can  ease  the  choke-hold  of  the  sanctions  anytime  he  wants. 

The  oil  sales  program  involves  a  complicated  set  of 
procedures  to  reduce  the  amounts  Iraq  can  divert  from 
humanitarian  needs.  In  August  1991  Baghdad  complained 
bitterly  that  the  procedures  would  delay  the  oil  sales.  That 
argument  had  some  force  then,  but  by  December  the  proce¬ 
dures  had  been  worked  out,  the  experts  hired,  and  the  pro¬ 
gram  could  proceed  smoothly  soon  after  Iraqi  agreement. 
However,  the  Iraqi  government  .still  insists  on  three  major 
further  changes:  permission  for  long-term  contracts  rather 
than  spot  sales,  use  of  F'ersian  Gulf  ports  in  addition  to  the 


S4.  While  KcsDlution  706  and  iK  companum  Kcsolulmn  712  expired  in  Miirch 
0^92.  ihe  United  Slates  and  nihci  Security  Cnuneil  members  have  repealed  iheir 
willingness  to  renew  the  idler  if  Iraq  ajirees  to  U.N.  conditions. 
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pipeline  through  Turkey,  and  more  control  over  the 
imports.'"  Talks  have  been  held  perittdicall)'  on  the  oil 
sales.  One  round  broke  down  in  summer  l'')‘)2.  ostensibly 
over  these  issues,  but  the  teal  barrier  was  Satldam's 
unw  illingness  to  accept  limits  on  his  ability  li'  use  oil  tuiitls 
as  he  sees  Ht. 

Talks  about  the  oil  sales  revived  in  mid-ld9.^,  ami 
agreement  was  nearly  reached  in  late  .Inly.  Howe\ci. 
Saddam  helil  out  tor  better  terms,  evidently  peisuailed  that 
he  could  force  the  lifting  of  all  limits  on  Iraqi  oil  imports. 
Saddam  appears  to  have  Iteen  emboldened  by  comments  of 
I  '.N.  enviiy  Rolf  Ekeus,  who  pointed  out  that  paragraph  22 
of  the  I  '.N.  ceasefire  Resolution  bS7  states,  the  prohibition 
against  the  import  of  commodities  and  products  originating 
in  Iraq  .  .  .  shall  have  no  further  effect"  if  Iraq  agrees  to 
dismantle  and  cea.se  production  of  nuclear,  chemical,  and 
biological  weapons  a/id  long-range  missiles  and  to  permit 
IJ.N.  inspections  to  this  end.  Iraq  does  not  have  to  comply 
w  ith  other  U.N.  demands — for  example,  about  resirecting 
Kuwait's  borders — to  be  allowed  to  resume  oil  sales, 
according  to  a  strict  interpretation  of  Resolution  Ml . 
Despite  the  limited  nature  of  the  steps  necessarv  to  fulHlI 
these  conditions.  Saddam  continued  to  stall  as  of  ,-\ugust 
Idd.T 

Were  Iraq  to  cooperate  with  the  (  'nited  Nations  on  the 
limited  oil  sales,  Iraq  would  probably  get  access  to  more 
than  the  irrillion.  The  additional  resources  would 
come  from  two  sources.  The  first  would  be  additional 
contributions  or  unfrozen  Iraqi  funds,  which  \  arious 
governments  have  talkerl  about  adding  to  the  U.N.  account 
as  a  reward  for  Iraqi  cooperation.  These  funds  are  alinost 
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certain  to  be  at  least  S.sOO  inillion.  The  second  source  of 
additional  resources  would  be  oil  sales  beyond  the  SI. 6 
billion  level.  The  Secretary-General,  relief  organizations, 
and  various  governments  have  lobbied  vigorously  to  permit 
additional  oil  sales,  and  the  Security  Council  looks  set  to 
continue  and  expand  the  oil  sales  program  after  the  initial 
six-month  period. 

The  extra  Si  billion  a  year  from  the  limited  oil  sales 
would  have  a  substantial  impact  on  Iraq.  By  the  rule  of 
thumb  explained  earlier.  $1  billion  is  to  the  Iraqi  economy 
about  what  SKK)  billion  is  for  the  U.S.  economy.  The  Si 
billion  could  provide  Iraqis  w-ith  a  more  varied  and  ample 
diet,  w/hich  could  get  close  to  the  pre-crisis  calories 

a  day.  However,  the  diet  would  almost  certainly  have  less 
meat  than  pre-crisis.  Furthermore,  it  is  quite  possible  that 
the  Iraqi  government  would  use  much  of  the  additional 
money  to  rebuild  its  stocks  enough  to  withstand  a  year  of 
near-complete  sanctions  similar  to  those  from  August  IddO 
through  February  IWl.  Spent  mostly  on  basic  food  stuffs. 
Si  billion  would  refill  Iraq's  storage  facilities  and  be  just 
about  the  right  ann>unt  to  withstand  another  siege.  The 
FAO  estimate  of  billion  for  "basic  needs"  includes 
resources  for  siege-withstanding  stocks  and  for  restoring 
Iraqi  consumption  of  meats  and  other  nonvital  foods  to  the 
pre-crisis  level. 

With  the  extra  SI  billion,  water  and  electricity  supplies 
could  become  steadier.  Perhaps  they  would  not  reach  the 
pre-crisis  standard,  which  was  as  good  or  better  than  in  the 
United  States,  but  water  and  electricity  would  improve  from 
the  present  level,  which  is  about  average  for  Tehran  and 
Amman  (that  is.  periodic  cuts).  On  the  other  hand,  the 
extra  Si  billion  would  not  make  much  difference  for 
industry,  because  it  would  not  provide  enough  to  import  the 
inputs  and  spare  parts  needed  to  run  industry  at  prewar 
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levels  (a  restored  industry  would  require  quite  an  increase 
in  electricity  output,  which  would  strain  the  electric  sys¬ 
tem).  As  tor  medical  care,  Iraq  would  have  ample  medi¬ 
cines  for  public  health  and  basic  care  on  a  standard  above 
that  for  most  of  humanity,  but  it  would  not  have  the 
resources  to  return  to  the  prewar  practice  of  medicine 
approximating  the  scale  in  advanced  industrial  nations. 

"^he  additional  resources  under  this  scenario  would 
probably  not  do  much  for  groups  more  v  ulnerable  than  the 
base  case.  The  Iraqi  government  has  already  provided  for 
their  basic  sustenance,  and  the  further  improvements  might 
not  be  so  great.  The  difference  would  be  appreciable  for 
the  Sunni  heartland  and  for  the  middle  class,  because  the 
regime  would  have  the  resources  to  extend  to  a  broader 
group  some  of  the  privileges  now  reserved  for  a  small  elite, 
such  as  the  right  to  shop  in  the  April  2S  Supermarkets.  In 
July  Idyl,  prices  in  those  markets  were  .(i2.S  dinars  for  .s(l 
eggs  compared  to  12  dinars  on  the  free  market,  and  .40d 
dinars  for  a  can  of  corned  beef  that  cost  .T.t  dinars  on  the 
free  market.'''' 

The  oil  sales  would  ease  the  Iraqi  government  s  budget 
deheit.  They  would  provide  the  resources  for  importing 
basic  goods  that  would  be  sold  to  the  public,  generating 
revenue  for  the  government.  The  government  would  gain 
little,  however,  because  a  fair  amount  of  the  additional 
imports  will  be  added  to  stocks  (which  the  government 
corporations  own)  or  sold  at  the  derisory  prices  for  rationed 
goods. 

The  sale  of  additional  imports  at  low  prices  would  limit 
inflation;  consumers'  costs  would  go  down  because  they 
could  buy  more  at  controlled  prices  and  would  therefore 
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need  to  rely  less  on  the  higher  price  free  market. 
Government’s  additional  imports  would  also  reduce  demand 
for  hard  currency  for  importing  goods  privately.  With  less 
demand  for  hard  currency,  the  pressure  on  the  exchange 
rate  would  ease. 

The  additional  consumer  goods  would  give  the  regime 
a  carrot  to  combine  with  the  stick  it  now  uses  to  maintain 
control.  Baghdad  could  offer  more  goods  to  Kurdish  vil¬ 
lages  that  cooperate,  and  it  could  provide  selective  access 
for  mid-level  cadres  to  the  stores  now  reserved  for  the  elite. 

The  U.N.  plan  incorporates  provisions  for  monitoring 
the  imports  Hnanced  by  the  oil  sales,  but  that  will  have 
little  effect  on  the  regime’s  gain  from  these  sales.  For  one 
thing,  the  supervision  of  U.N.  restrictions  will  be  looser  in 
practice  than  in  theory.  The  nongovernmental  organizations 
and  international  bureaucracie.s  that  will  be  tasked  to 
implement  the  restrictions  are  bitterly  opposed  to  them. 
The  humanitarian  organizations  are  in  the  business  of 
di.stributing  as  much  aid  as  they  can,  .so  it  is  in  their  interest 
to  work  with  governments  rather  than  to  engage  in  the 
much  harder  task  of  building  a  parallel  distribution  system. 

In  addition,  the  Iraqi  regime  will  probably  indeed  use 
the  imports  Hnanced  by  oil  for  humanitarian  goods  distrib¬ 
uted  on  a  strictly  egalitarian  basis,  but  it  will  simply  divert 
to  other  purposes  the  resources  that  it  would  have  otherwise 
dedicated  to  such  a  distribution  of  humanitarian  goods. 
Economists  like  to  say  that  money  is  fungible;  if  more 
resources  are  made  available,  then  Iraq  can  do  more  of 
what  it  wants  to  do,  no  matter  what  restrictions  are  placed 
on  the  additional  funds. 

Given  the  obvious  advantages  of  the  oil  sales,  why  has 
Saddam  not  agreed  to  proceed?  He  appears  to  be  motivated 
by  two  factors:  (1)  a  conviction  that  he  would  gain  less 
from  the  extra  income  than  he  does  from  his  ability  to 
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portray  himself  as  standing  firm  in  the  face  of  the  world, 
and  (2)  a  calculation  that  sympathy  for  Iraq’s  situation  is 
greater  if  he  refuses  the  oil  sales,  such  that  he  w  ill  eventual¬ 
ly  be  permitted  to  sell  oil  on  terms  more  favorable  to  his 
regime.  He  appears  to  be  gambling  that  the  United  Nations 
will  compromise  on  looser  controls  over  the  terms  and  the 
proceeds,  so  that  he  can  divert  some  of  the  money  through 
a  myriad  of  mechanisms,  such  as  underinvoicing  the  oil  to 
understate  his  income,  overinvoicing  the  humanitarian  aid 
to  overstate  his  expen.ses,  or  charging  excessive  amounts  for 
transport  and  insurance,  again  to  overstate  his  expenses. 
Indeed,  some  reports  suggest  that  Saddam  is  so  determined 
to  make  a  strong  case  for  relaxing  the  sanctions  that 
"government  agents  have  been  threatening  people  with 
arrest  if  they  accept  foreign  food  assistance.”**’  As  Patrick 
Tyler,  a  New  York  Times  reporter  who  spent  10  weeks  in 
Iraq  during  19^1,  summarized  the  views  of  many  analysts. 

If  [Saddjun’sl  la.st  weaptm  is  the  s;icrilice  of  millions  of  Iraqis  to 
the  homirs  <if  sLirvation  and  disease  until  the  Western  tiJIiance  is 
shcKked  into  stiying  "Enough!"  ;uid  reliixing  stinctions,  then  Mr. 
Hussein  will  not  he.siuite  to  rciich  for  this  wetipon.’*" 

With  the  resources  freed  by  using  U.N. -approved  oil 
sales  for  basic  needs,  Saddam  could  spend  more  on  Iraq’s 
military.  The  sums  involved  would  be  at  most  a  few 
hundred  million  dollars,  too  little  to  purchase  enough 
modern  weaponry  to  change  the  region’s  strategic  balance. 

On  the  other  hand,  a  few  hundred  million  dollars  would 
permit  better  maintenance  and  some  repairs  to  the  existing 
weapons  and  to  military-industrial  facilities.  At  the  limit. 
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Saddam  might  even  restart  work  on  some  nonconventional 
weapons  that  would  be  permitted  under  the  L!.N.  restric¬ 
tions.  The  Iraqis  have  shown  themselves  masters  at 
developing  technologies  by-passed  in  the  West.  Iraq  has 
surprised  the  world  time  and  again  with  its  programs  m 
high  tech  and  unexpected  weaponry,  such  as  its  multistage 
rocket,  big  guns,  and  the  calutrons  (an  older  technology 
Iraq  was  discovered  in  iWl  to  be  producing  domestically, 
allowing  it  to  enrich  uranium  to  the  weapon-grade  level). 
It  would  be  inappropriate  to  assume  that  .Saddam  would  be 
unable  to  develop  nonconventional  weapons  because  ot  the 
U.N.  restrictions  and  because  of  financial  restraints. 

For  instance,  Iraq's  best  success  (or  rather,  smallest 
failure)  in  the  war  was  with  its  missiles:  a  big  political 
impact  for  a  small  investment.  The  D.N.  ceasefire  resolution 
allow  s  Iraq  to  keep  its  cruise  missiles;  only  ballistic- 
missiles  with  a  range  over  l.'iO  km  are  banned.  Iraq 
continues  to  work  on  cruise  missiles  such  as  the  Fao.  a 
surface-skimming  antiship  cruise  missile  w  ith  a  range  of 
200  km  based  on  the  Silkworm  design.  Or  Iraq  could 
develop  high-tech  conventional  explosives  that  could  do  a 
lot  of  damage,  for  example,  fuel-air  explosives. 

Were  Iraqi  oil  sales  to  be  resolved,  world  oil  markets 
would  be  affected.  The  prospect  in  July  100,^  that  agree¬ 
ment  would  be  reached  between  the  U.N.  and  Iraq  on 
limited  oil  sales  was  enough  to  drive  down  the  spot  price  of 
oil  by  $2.00  a  barrel.’'’  Such  a  price  drop  could  be  avoided 
if  other  producers  agreed  to  reduce  output.  Either  way — 
lower  price  or  lower  output — the  other  oil  producers  would 
suffer.  With  Saudi  Arabia  probably  taking  much  of  the  loss. 
Iraq  might  be  able  to  use  the  threat  of  its  oil  sales  as  an 
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instrument  to  affect  the  foreign  policies  of  other  oil  produc¬ 
ers,  although  it  is  unclear  if  such  threats  would  have  much 
effect. 

6  Conclusion 

The  success  of  the  sanctions  cannot  be  judged  for  lack  of 
clear  criteria  for  judging  them.  The  goals  put  forward  for 
the  sanctions  have  differed  greatly — among  the  members  of 
the  U.S.-led  coalition  and  across  time.  By  some  criteria, 
the  sanctions  were  a  great  success.  In  IddO,  they  sent  an 
immediate  signal  of  world  disapproval  while  forces  were 
gathered  for  further  action.  Postwar,  they  kept  Iraq  from 
rearming  and  reactivating  its  nonconventional  weapons 
programs.  By  other  criteria,  the  sanctions  were  a  dismal 
failure.  They  did  not  force  Saddam  to  leave  Kinr  ait 
forthwith,  nor  did  they  lead  to  his  overthrow  in  1991. 

On  a  preliminary  note,  some  observers  in  August  1990 
thought  the  .sanctions  would  backbre  on  the  West  because 
Iraqi  and  Kuwaiti  oil  was  vital  to  the  world  economy.  That 
view  proved  to  be  entirely  wrong.  The  other  oil  producers 
increased  output  within  a  few  months  to  make  up  for  all  the 
lost  Iraqi  and  Kuwaiti  e.xports.  The  reserve  stocks  coordi¬ 
nated  through  the  International  Energy  Agency  were  not 
used.  The  price  of  oil  roughly  doubled  for  si,\  months, 
until  it  became  apparent  that  the  fighting  would  not  further 
disrupt  oil  markets.  In  the  period  from  August  1991 
through  July  1993,  oil  prices  were  little  higher  than  in 
August  1990,  despite  the  continued  absence  of  oaqi  oil 
exports. 

Impact  on  Iraq  of  Sanctions 

PREWAR.  Sanctions  had  relatively  little  economic  impact  in 
the  prewar  period  because  of  stocks,  goods  taken  from 
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Kuwait,  and  offsetting  {raqi  government  policies.  The 
prewar  sanctions  were  as  comprehensive  as  could  have  heen 
e.xpected:  both  income  and  imports  were  hit,  and  there  was 
relatively  little  cheating  by  governments  as  distinct  from  the 
inev  itable  rampant  smuggling  by  traders. 

Partly  because  of  their  limited  effect  during  the  initial 
months,  partly  because  of  Iraqi  stubbornness,  and  partly 
because  the  We.^t  was  unclear  and  divided  about  the  reasons 
for  the  sanctions,  the  sanctions  did  not  impress  Iraq's 
leadership  or  its  population  with  Western  resolve.  There  i^ 
absolutely  no  evidence  that  .Saddam  would  have  withdrawn 
from  Kuwait  had  the  sanctions  been  kept  on  for  decades 
without  use  of  force.  Quite  the  contrary,  it  is  now  clear 
that  Iraq  had  adequate  stocks  to  survive  in  the  short-run  and 
that,  over  time,  sanctions  deteriorate  quickly  enough  to 
allow  Iraq  to  sustain  a  standard  of  living  its  people  will 
tolerate  without  rebelling. 

The  sanctions  may  have  played  a  role  in  mobilizing 
U.N.  coalition  support.  They  showed  that  the  I  nited 
Nations  was  searching  for  a  nonviolent  means  to  resolve  the 
crisis.  But  some  people  saw  the  sanctions  as  a  lasting 
alternative  to  the  use  of  force,  rather  than  as  a  signal  of  the 
world  community's  determination  and  an  opportunity  to 
negotiate  a  settlement  if  the  Iraqi  government  were  so 
inclined.  The  sanctions  may  have  therefore  strengthened 
the  hand  of  opponents  of  the  use  of  force  by  giving  them 
a  false  alternative. 

EFFECTS  ON  CIVILIANS.  Iraqi  living  standards  fell 
dramatically  during  the  war.  including  the  civil  war  follow¬ 
ing  the  ceasefire  with  the  Ibiited  Nations.  What  was  in 
effect  a  famine  during  the  war  had  little  to  do  with  the 
sanctions.  It  was  the  product  of  the  disruption  of  transpor¬ 
tation  and  electricity,  not  of  import  limits.  The  world 
public  formed  an  image  of  Iraqi  malnutrition  during  March 
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and  April  IWl,  an  image  that  has  persisted  long  after  the 
reality  has  changed. 

As  the  civil  war  died  down,  living  standards  improved 
slowly.  The  easing  oi  the  sanctions,  with  adoption  of 
Resolution  6X7,  was  a  significant  contributing  factor. 
Detailed  inspection  reports  by  organizations  unsympathetic 
to  the  continuation  of  the  sanctions  documented  that 
electricity,  water,  waste  water  disposal,  and  medical  care  all 
improved  steadily,  if  slowly.  No  evidence  supports  the 
catastrophic  future  painted  by  early  postwar  evaluations, 
especially  that  of  the  Secretary-Generars  representative. 
Mr.  Ahtisaari. 

The  group  that  has  borne  the  greatest  burden  from  the 
sanctions  has  been  the  middle  class.  The  poor,  including 
many  Shiites,  have  been  relatively  well  protected  by  a  fotnl 
distribution  system  that  works  rather  well.  That  middle 
class  is  unlikely  to  be  able  to  effect  a  change  in  govern¬ 
ment.  lacking  the  will  and  numbers  to  carry  out  a  popular 
revolt  nor  are  they  in  a  position  to  organize  a  coup. 

PROSPECTS  FOR  THE  NEAR  FUTURE.  The  sanctions 
against  Iraq  are  eroding.  Without  a  change  in  current 
trends.  Iraq  will  continue  to  be  able  to  import  about  S2 
billion  a  year.  There  is  also  a  distinct  possibility  that 
Saddam  will  reach  agreement  with  the  United  Nations  on 
sale  of  some  Iraqi  oil.  which  would  increase  Iraqi  imports 
to  at  least  .1>3  billion  a  year. 

Two  billion  dollars  in  annual  imports  would  be  roughly 
one-fourth  of  Iraq’s  prewar  civilian  imports.  It  provides 
ample  room  to  import  food  for  a  nutri'ionally  adequate, 
though  hardly  ample,  diet.  It  provides  Iraqis  with  a 
standard  of  living  above  the  average  for  the  human  race 
today,  but  below  what  citizens  of  advanced  industrial 
nations  would  find  acceptable. 

Saddam  can  reasonably  argue  to  his  people  that  his 
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postwar  policies  have  stabilized  the  economic  situation 
while  preserving  Iraqi  pride  in  resisting  foreign  pressure. 
Furthermore,  he  can  point  to  the  erosion  of  the  sanctions  as 
evidence  that  persistence  in  his  obdurate  stance  has  paid  off 
and  that  there  is  no  reason  to  change  Iraqi  policy,  loulei 
present  trends.  Iraq's  economic  situation  will  steadily 
improve  without  Saddam's  having  to  bend  his  neck. 

In  short,  it  would  be  inappropriate  to  assume  that 
sanctions  will  lead  to  Saddam  Hussein's  replacement  in  the 
near  term.  A  coup  could  occur  at  any  moment;  changes  of 
government  in  Iraq  have  long  come  by  coup,  and  there  are 
undoubtedly  ambitious  generals  and  dissatisfied  politicians 
(some  from  Saddam’s  family  and  clan).  Nevertheless,  there 
is  little  reason  to  believe  that  sanctions  would  be  a  major 
factor  contributing  to  such  a  coup. 

Options  to  Sanctions  in  Policy  Toward  Iraq 

One  reason  sanctions  persist  is  that  none  of  the  alternatives 
are  clearly  superior  on  every  count:  each  has  distinct 
disadvantages  compared  to  existing  policy.  Some  of  the 
principal  steps  that  could  be  taken  to  supplant  or  supple¬ 
ment  the  current  sanctions  are: 

□  Target  the  sam  tion.s  on  milirary-reluti’d  items.  An 
embargo  targeted  on  weapons  would  gain  much  support  in 
the  advanced  industrial  world,  while  a  general  embargo  is 
already  controversial  and  will  become  more  so.  Middle 
Ea.st  nations  upset  with  the  current  sanctions  (for  example, 
Egypt)  would  strongly  support  a  policy  that  deprived  Iraq 
of  weapons  and  dual-use  technology.  Because  targeted 
sanctions  would  have  broader  support  than  the  current 
general  sanctions,  they  would  be  easier  to  implement;  more 
governments  would  be  strict  in  enforcing  them.  Such 
targeted  sanctions  are  thus  likely  to  be  more  sustainable. 
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The  targeted  sanctions  would  be  seen  as  a  retreat  by  the 
United  Nations  t'roiii  its  tough  stance:  a  reward  to  Iraq  to; 
its  harassment  of  U  N.  inspectors.  On  the  other  hand,  the 
gradual  erosion  of  the  sanctions  while  Saddam  lemains  in 
power  is  also  a  defeat  for  the  Umited  Nations 

Targeted  sanctions  are  unlikely,  if  for  no  other  reason 
than  the  bureaucratic  inertia  of  the  U.N.  system.  Although 
enthusiasm  for  sanctions  may  Iv  difficult  to  sustain,  any 
move  ti)  modify  or  eliminate  the  sanctions  regime  would 
put  strains  on  U.S.  allies.  Because  sanctions  were  imposed 
by  the  U.N.  Security  Council,  that  would  have  to  be  the 
body  to  act  on  any  changes.  The  C'ouncil  may  ha\e 
difficulty  approving  changes  I:.  •  .ancti  -i.-  ogime, 

because  any  change  would  be  subject  to  a  \eto  by  any  of 
the  five  permanent  members.  The  cumbersome  nature  of 
the  Security  Council  often  makes  no  action  the  path  of  least 
resistance;  in  this  case,  that  means  sustaining  the  sanclimis 
as  is,  even  if  the  sanctions  are  eroding  in  practice. 

□  Use  military  force.  It  is  hard  to  paint  a  scenario  in 
which  the  limited  use  of  military  foice  results  in  Saddam's 
overthrow.  It  is  also  hard  to  see  how  allied  forces  could 
accomplish  much  from  a  renewed  bombing  campaign;  only 
a  few  targets  have  been  found  that  were  not  destroyed 
during  the  war.  The  basic  problem  for  planning  bombing 
raids  is  that  the  allies  do  not  have  good  information  on 
where  the  Iraqis  have  secreted  their  special  weapons 
programs.  Suggesting  that  the  allies  will  recommence  the 
full  scale  war  against  Saddam  is  not  a  credible  threat.  It  is 
not  realistic  to  expect  that  special  operations  forces  could 
kill  Saddam,  no  matter  how  broad  their  operating  authority. 

□  Sui)port  opposition  to  Saddam.  Limited  military  protec¬ 
tion  for  opposition  groups  would  mean  telling  Saddam  he 
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cannot  attack  the  Kurdish-controlled  zone.  That  would 
have  the  elYect  of  practically  partitioning  Iraq,  w  hich  could 
raise  problems  for  regional  stability. 

Propaganda  on  the  airwaves,  financial  support  for 
opposition  groups,  public  embrace  of  opposition  groups,  and 
statements  of  support  for  democracy  in  Iraq  are  all  means 
to  support  the  opposition.  It  is  difficult  to  believe  that  these 
w  ill  be  sufficient  to  bring  ab  it  .Saddam's  downfall  in  the 
near  term. 

□  Im  rease  financial  pn’ssuiv  on  Saddam.  Proposals  have 
been  heard  for  confiscating  Iraq's  frozen  bank  deposits  as 
a  way  of  hnancing  reparations  and  the  im-gmng  T.N. 
ceasefire  operations.  Howeve'',  these  frozen  deposits  are 
the  only  hope  of  Iraq's  creditors  for  recovering  any  part  of 
what  they  are  owed. 

The  allies  could  also  put  pressure  on  Saddam  by 
exporting  Iraqi  oil.  The  Iraqi  oil  fields  just  .icross  the 
border  from  Kuwait  are  capable  of  producing 
million  barrels  a  day.  indeed,  the  largest  field  overlaps  the 
border.  What  poetic  justice  if  Iraq,  wnich  complained  that 
Kuwait  was  stealing  oil  from  the  common  held,  was  forced 
to  cede  all  production  from  that  held  to  pay  for  reparations 
and  I  '.N.  ceasehre  operation.s.  Restarting  production  from 
these  Helds  and  redirecting  the  oil  to  Kuwaiti  ports  would 
pose  no  technical  problem  and  could  be  done  in  a  few 
months  at  most.  Saddam  could  be  counted  on  to  object,  but 
it  seems  unlikely  that  he  would  militarily  attack  allied 
personnel  working  in  such  oil  Helds.  To  be  prudent,  it 
might  be  necessary  to  increase  U.S.  presence  in  the  ar¬ 
ea — and  charge  the  expenses  against  the  income  from  the 
oil  sales. 


PATRICK  CLAWS'  If, 


Sanctions  as  a  Policy  Instrument 

isLcli  cLisc  iji  which  sjiiclioiis  arc  used  is  uiuljuc.  aiul  su  it 
ADuld  he  inapprupnate  to  assume  that  the  expei  ieiice  with 
lr;ii|  weiiltl  iiecessariK  h‘  '.liiplicated  elsewhere.  .Nevertite 
less,  the  Iraqi  ease  does  i.tier  some  "rules  nt  thumb  '  ahiuit 
the  use  ot  s.iuetii)iis; 

□  .S.iiKtimis  are  unlikely  to  h.ive  ijuick  elfeuts  on  a 
tietertnined  ‘oe.  because  stockpiles  can  be  viravsn  down  and 
consumiition  cut. 

□  Sanctions  c.in  be  a  r;i!lyin>;  point  tor  turniinc  ,t  co.dition 
while  military  torces  are  moved  into  place 

□  The  longer  comprehensive  sanctions  ,iie  in  place,  ihi' 
more  ttiieile  becomes  the  internatioiKil  consensus  needcil  to 
block  access  to  tro/eii  tunds  and  export  markets. 

□  Iniernati.itial  opinion  will  not  tolerate  s,inctions  tluit 
block  imports  vital  to  sustaining  lile.  Pressure  will  build  to 
'Cuix  the  sanctii'iis  emuieh  to  let  peofile  in  the  taieet 
coiiiiirv  ret,iin  soinethine  close  to  tlvM  jne-crisis  standard 
ot  livinc. 

□  .After  some  time,  an  economy  subiec'  to  sanctions  mav 
hit  bottom  and  then  stabilize  if  not  improve  slowiv.  V\  hen 
the  improvement  beeiiis  the  t.ireet  government  h,is  some 
plausibility  m  ;ir;  ..ine  to  its  peopile  that  sinco  the  worst  is 
past,  stavine  the  course  is  worthwhile  and  s.inctioiis  will 
eventually  erode  aw;iv. 

□  It  is  not  cMsy  to  ulentilv  how  s;inctions  will  lead  to  the 
overthrow  ot  dictatorial  governments 
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The  Iraqi  experience  has  been  humbling  tor  believers  in 
the  use  of  sanctions  to  accomplish  li.S.  foreign  policy  aims, 
if  those  sanctions  covered  enough  of  a  target  country's 
trade,  if  they  were  enforced  with  sufficient  vigor,  and  if 
they  were  applied  long  enough.  In  fact,  sanctions  have 
made  only  a  limited  contribution  toward  li,S,  goals  \  is-a- 
vis  Saddam.  And  the  sanctions  have  come  at  the  price  of 
heavy  suffering  inflicted  on  the  Iraqi  people,  those  least 
responsible  for  Iraq's  aggressive  policies  bearing  the 
greatest  burden.  '"  Sanctions  would  therefore  appear  to  be  a 
policy  of  dubious  morality  and  limited  efficacy.  In  the  face 
of  aggression,  sanctions  may  look  like  a  wonderful  com¬ 
promise  response  that  avoids  the  twi)  e.xtremes  of  doing 
nothing  and  responding  vith  military  force.  rnfortunatel\. 
in  practice  sanctions  can  combine  the  worst  of  both  alterna¬ 
tives.  Like  doing  nothing,  sanctions  do  not  reverse  the 
aggression,  and  like  military  force,  sanctions  cause  heavy 
suffering  to  ci\  ilians. 


'^1'  ^  )n  1Ik‘  llV’l.lIlU  flu-  Il.liji  N.ifKUtiff'.  ■'tV  S.UKlb'lL.  I- 

l*«inishiiK'fit.  HriJi Tv cmciil.  .thii  I'K-luct*.  I--  f  tuihci  .Ai^lion  //A-i.  ' 
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